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EVENTS

'i-ry

•  •

1940.
Nov. 5th U.S.A.

„  7th U.S.A,

lo t h Greece
12  th Italy
14 th U.K.

>9 2 2 n d U.K.

yy 2 3rd Roumania ..

yy yy U.S.A.

Dec. 1 s t U.K.

yy 2 n d U.K.

yy yy Canada

,3 3 rd -4 th  Spain 
3, „  Turkey

yy 9 th N. Africa . .

yy lo t h U.K.

yy i i t h U.K.

yy 2 3 rd India
2 9 th U.K.

19 4 1

Jan. 2 n d U .K

yy 5 th N. Africa . .

. yy 6 th U.K.

yy 8th U.S.A,

yy lo t h U.S.A.

yy I 2th U.S.S.R. ..

yy 15 th U.S.A.

yy i8 th U.K.

yy 2ISt U.K.

yy 2 2 n d Roumania ..
Feb. 6th N. Africa ..

yy 7 th U.K.

 ̂ % « M  • >
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ECONOMIC IMPORTANCE.

•  I

• «

• *

• #

» •

• •

Roosevelt re-elected President for third term by large majority.
Announced Treasury to ask Congress to raise limit o f statutory 
debt from S45 Md. to S65 Md.
Italian invasion defeated in Pindus Mountains.
British air attack at Taranto severely damages Italian fleet.
German massed night air attacks on provincial towns inaugurated 
with heavy attack on Coventry.
New Treasury order institutes blocked sterling accounts for 
certain capital transactions.
Joins Axis.
British ambassador states British dollar reserves approaching 
exhaustion.
Further sharp reductions announced in supplies o f many articles 
for civilian consumption.
Premiums for compulsory war insurance o f commodity stocks 
increased from 5/- to 7 6%  per month.
Imports o f non-essentials from non-sterling countries severely 
restricted.

New trade and financial agreements signed with U .K

British offensive begins.
£10 Mn. loan to China announced.
War Damage bill introduced.
Silver content o f Rupee to be reduced to 50%
Heavy incendiary raid on City o f London.

Issue o f new 3%  Savings Bonds, 1955-65, on tap, and second 
series o f 2 |%  National War Bonds 1946-48.
British take Bardia.
New cabinet Executives set up for Production and Imports.
President’s budget message indicates defence expenditure for 
1941-42 o f S10.8 M d., and deficit o f S9.2 Md.
' Lease and Lend ’ bill introduced into Congress.
New trade agreement with Germany announced.
Morgenthau estimates remaining British dollar assets at £444Mn., 
and British orders in U .S.A. for 1941 at £ j5^
New defence regulations provide for compulsory part-time fire- 
watching duties for male civilians.
Minister o f Labour announces industrial registration.
Unsuccessful Iron Guard rebellion begins.
British take Benghazi.
Vesting order issued for Indian Government sterling securities.
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UNITED KINGDOM.
THE ECONOMIC POSI'IION.

h

F<*6ri/arv 3rt/, 1941.

Th e  rate o f British war expenditure showed 
a renewed rise during the last quarter o f  the 
year, and the average totiil weekly expendi

ture, which had stood at about £yo Mn. in the 
third quarter, rose above (̂̂ 87 Mn. in Decem
ber and ;f88J Ain. in January. The average weekly 
deficit rose steadily to a peak o f  £66 Mn. in 
December, before dropping to £30 M n. in Janu
ary as a result o f the seasonal increase in revenue. 
Subscriptions to long- and medium-term loans 
showed a welcome increase during the last quarter 
o f 1940, but there has necessarily been a further 
large increase in the floating debt. Nearly half 
this increase has been in the form o f loans from 
the banks to the Treasury, and clearing bank 
deposits show a further sharp rise. At the end 
o f December total deposits were nearly 25%  
above the pre-war level, while current account 
deposits, in which almost the whole o f  the 
increase has taken place, have increased by over 
40% since before the war. The recently pub
lished figures o f bank clearings for 1940 suggest 
that this expansion in the quantity o f  money 
has been at least partially offset by a fall in the 
velocity o f  circulation, but a continuance o f the 
expansion o f bank deposits at this rale would 
inevitably give rise to some uneasiness. For the 
next few weeks, at any rate, the expansion in 
the floating debt and in bank deposits will be 
checked by the seasonal inflow o f  revenue.

There were further increases in some whole
sale prices in the autumn, but little general

movement. Retail prices, where not affected 
by the purchase-tax, showed only a seasonal rise 
for those commodities included in the Cost o f 
Living Index, but for others there were some 
spasnKxlic increases due to scarcity. Rationing 
has been extended and tightened up, with the 
result, no doubt, o f checking unnecessary con
sumption. There have been few dianges in 
wage-rates prior to the flat increase to engineers 
that took effect in this February ; including this, 
the increase in has not kept pace with
the official measurement o f  tiie increase in the 
Cost o f Living, though in many industries 
earmri/̂ s have more than made up the dclicicnc>'. 
I f  it may be presumed that the accepted policy 
is not to restrict consumption o f  commodities 
necessary for the preservation o f  the standard o f 
living o f  the lower-paid workers (after allowance 
for change o f  diet necessitated by scarcity o f  

foods), some further increases o f  ilie wages 
o f those labourers wlio have not facilities fiir 
overtime may be expected.

Exports were at a low lev’cl in CX*tohcr, 
November and December, 'fh e  value o f  imports 
has been lower since M ay than in the earlier 
months o f 1940. 'Fhc value o f  retained imjvirts 
in the period July to December, 1940, was i5 ''o  
higher than in the same months o f  1938, but 
wholesale prices rose about 50**'o in the same 
period. 1'he visible adverse balanc*c o f  trade 
averaged £56 M n. /vr wemew during the year
1940.
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By F. W . Paish .

G O V E R N M E N T  F IN A N C E .  — The rate 
o f expenditure on Supply Services, which during 
the third quarter had remained fairly steady at 
the increased level o f rather over £65 Mn. per 
week, showed a renewed rise in the fourth quar
ter. During October the increase was relatively 
small, to just under £70 Mn. a week, but in 
November Supply expenditure averaged over £80 
Mn., and in December hardly less. As a result 
o f the incidence o f interest payments, total ex
penditure rose steadily from £68 Mn. per week 
in September to £77 Mn. in October, £85 Mn.

in November and over £87 Mn. in December. 
The average weekly deficit, which had reached 

£52 in September, also rose steadily in 
the succeeding months, to £55 Mn. in October, 
£60 Ain. in November and £66 Mn. in December.

Total expenditure for the fourth quarter was 
£1,098 M n., as compared with £915 Mn. in the 
third, and despite a rise in the revenue to nearly 
£300 M n., the deficit increased from £651 Mn. 
to £798 Mn. The rise in expenditure and m 
the deficit since the outbreak o f  war is shown in 
the following table;
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GOVERNMENT R E V E N l/E  AND E X PE N D IT U R E . (£M n.)
Weekly Averages.

Revenue Expenditure. Deficit.

1939—Oct.-Dec.
Total.

15*9

Supply
Services.

35-6
Total.
41-8 25-9

1940—Jan.-M ar, 38-8 45T 48-0 9*2
A pril-June 14*5 47T 53-4 38*9
Ju ly  1-27 24-4 66-5 70-8 46-4
Ju ly  28-Aug. 31 20-7 67-6 69-8 49T
Sept. 1-30 15.7 65-5 68-3 52-6
Oct. 1-26 22-4 69-6 77*2 54-9
Oct. 27-Nov. 30 24-4 80.8 84-7 60.3
Dec. 1-31 21-3 78-9 87-5 66-2

The quarter’s deficit o f £798 M n., together 
with small expenditures on capital account, was 
financed as follows:—
GOVERNMENT BORROWING. FOURTH QUARTER, 1940.

(£Mn.)

N at. Savings Certificates

Oct.
(26days)

11-0
10-4
56*3

3-7

Nov. 
(35 (lay.s)

1ST
20*3
86*5

0-9

Dec. 
(31 days)

14-5
17*3
70-5

31

Total for 
4thQ r.

43-6
48'0

213-3
7-7

Total long & medium
term  d e b t ..............

Treas\n-y Deposits 
Treasury Bills, Tender 

,, Tap ...
W. & M. Adv. Govt. Depts. 

Bank of England

81-4
75-5
4-0

60-8
-S2 '5

7-8

125.8 
70-0 
5-0 ) 

92 7 ) 
18-5 

~7'S

105-4
68-5

312-6
2U-0

68-1 230-6
-  1-5 

60-5
-  6'5 

60-5

Total •  » 207-0 304-2 291-0 802-2

T he F loating Debt.— The Floating Debt 
figures for December are confused by the fact 
that, as December 31st fell in mid-week, the 
market was able to postpone its payments for 
new Treasury bills until January, while the bulk 
o f the maturing bills were fixed to mature in 
December. The Treasury was thus obliged to 
borrow £50 Mn. from the Bank o f England and 
to provide the market (and the banks) with their 
year-end ^window-dressing’ funds. The actual 
year-end bill figures probably showed a fall of 
over £50 Mn. in ^tender’ bills and a rise o f 
some £120 Mn. in  ̂tap ’ bills. As, however, the 
fall in tender bills and the rise in Ways and 
Means Advances from the Bank were purely 
artificial and temporary, a closer picture would be 
obtained by assuming no change during 
December in tender bills and a rise o f some 
£120 Mn. in  ̂tap ’ bills. When this adjustment 
is made, it is seen that the total o f ' tap ’ bills 
plus Ways and Means Advances from Depart
ments increased by £38.3 Mn. in October, 
£111.2 Mn. in November and about £117 Mn. in 
December, making about £266 xMn. in all, as 
compared with £284 Mn. in the previous quarter. 
It appears, therefore, that at present funds are 
being obtained from public departments and 
from ether official and semi-official sources at 
the rate o f over £1,000 Mn. per annum. A  
considerable part o f this is no doubt derived 
from the sale of assets by the Exchange Equal
isation Account and from the investment of

* 1

official sterling area funds accumulating in 
London. As the Exchange Account’s assets 
become exhausted, receipts under these heads 
will probably show a decline, ffiough this should 
be compensated by a corresponding fall in 
expenditure when American supplies are made 
available under the United States ' Lease and 
Lend ’ plan.

Bank of England.— The Christmas expan
sion in the note circulation, which this year was 
rather less than usual, was more than offset by a 
rise in the Bank’s security holdings, and Govern
ment Deposits have remained moderate. Bankers’ 
Deposits have therefore continued to stand 
generally at a comfortable level o f well over £100 
M n., while the effect o f the year-end ‘ window- 
dressing ’ arrangements, mentioned above, was 
seen in their rise to the phenomenal figure of 
o f £181 Mn. on January ist. Clearly no short
age in the cash reserves o f the banks is to be 
allowed to restrict their ability to provide the 
Treasury with whatever funds it needs to supple
ment those raised in other ways.

Clearing Banks.— The rapid expansion in 
clearing bank deposits continued during the 
last quarter o f 1940, though the monthly move
ments were, as usual, somewhat confused by 
changes in Balances with Other Banks and 
Items in Transit, which need to be deducted 
from Deposits if  the combined balance sheet is 
to show a true picture:—

June ...
Septem ber
October
November
December

Nine (Hearing Banks.
Gross Deposits. 

1940. £M n.
2341 
2466 
2527 
2566 
2658

N et Deposits. 
£M n.
2222
2360
2415
2472
2527

The continued rapid rise in Deposits, of 
which little more than one third can be con
sidered a normal seasonal movement, was due 
mainly to the banks’ heavy loans to the Govern
ment on Treasury Deposit. For nine clearing 
banks, the total o f these loans increased from 
£86.5 Mn. in September to £301 Mn. in 
December. This was partially offset by a fall 
in their Discounts from £387.3 Mn. to about 
£300 Mn. (the published December figure of 
£254.3 is, o f course, fictitiously low in
consequence o f year-end window-dressing 
arrangements, which inflated Cash by about 
£30 Mn. and Call Money by some £20 Mn. at 
the expense o f Discounts). This fall in Dis
counts is clearly due to a continued demand for 
short-dated securities by non-banking institutions, 
which are at present not invited to lend money 
to the Treasury on deposit. The decline in
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Advances has been resumed after their temporary 
rise in September, and at £S^ 6 .g Mn. in 
December they reached their lowest point since 
the beginning of 1937. The quarter’s fall of 
;^3i.7 Mn. in Advances was, however, con
siderably more than offset by a further rise of 
£ j 2.j  Mn. in Investments to £724.2 Mn. C^sh 
reserves remained ample up to the end of the 
year, apart from a short-lived decline at the end 
of October caused by a temporary rise in Public 
Deposits witli the Bank of Kngland.

Bank C learings.—T he recently-published 
report of the Bankers* Clearing House provides 
some long-waited and most useful indications of 
the changes which have taken place in the velocity 
of circulation of the rising total of bank deposits. 
The combined total o f Town, Metropolitan and 
Country Clearings (which can no longer be 
separated) showed an increase of 9.2% over the 
total for 1939, but the increase is stated to be 
“  due to the fact that a large number of articles 
now being sent through the Clearing House 
formerly passed through other channels.”  I'hus, 
but for these special causes, the total o f London 
Clearings would have shown no increase, in spite 
of the much higher total o f current account 
deposits.

The total Provincial Clearings for the year 
show a rise of 10.8% over 1939, and in this case 
there is no indication of special causes for the 
increase. The falling quarterly figures of the 
London Clearings, and in a smaller degree those 
of the Provincial Clearin^^, afford a striking 
contrast to the rapidly rising totals o f current 
account deposits :—

Av. ('urrrilt 
Account 

of
('Icaring Hiink«

«■«
£Mn. 1950
1558 111
1592 Ufl
1607 120

(1670) (W.)

1940
l«t Quarter 
2nd Quarter 
3rd Quarter 
4th C)uiirl4T

• • •

I«oiidon 
< 'loaringM

£Mn. 1939
11,261 119-5
10.569 122*0
9,211 102-4
8.989 93*8

IVoviiirinl
Clcarin̂ fi

A
£ M ii. 1039
368 111 5
351 1152
344 lU-0 
545 105*4

The provincial Clearings show remarkable 
variations between the figures for the different 
centres, which range from increases of 87% in 
Bradford and 35% in Bristol to decreases of 30% 
in Sheffield, 15%  in Newcastle and 10% in 
Nottingham. In all, five centres show increases 
over 1939 and six show decreases.

Security Prices.—T he recovery in prices of 
industrial securities from the low level reached in 
June has continued during the past quarter, apart 
from a slight reaction in December. By the 
midffie of January our index had risen to its 
highest point since April, and had recovered the 
greater part of the fall which occurred between

March and June. Our index of prices of fixed 
interest securities has also continued its steady 
rise, and in mid-January stood at its highest 
point of the war -higher indeed than any figure 
recorded since Munich. Short-term  rates of 
interest remain extremely low, and show only the 
barest margin above the banks* call rate of 1% .

KECIiNP MOVHMI:N'rS.

During the first twenty-five days of January, 
government expenditure showed a further 
increase. Supply expenditure was at the rate of 
£84*4 Mn. per week, as against £78*9 Mn. in 
December, and total expenditure £88 5 Mn., as 
against £87'5 Mn. 'I'hc seasonal rise in tax 
revenue, however, more than lialved the weekly 
deficit, which averaged £30* i Mn., as compared 
with £66* 1 Mn. in December, Of the total deficit 
o f £ 10 7  5 ^or the twenty-five days, over 
£87 Mn. w'as raised by sales o f long- and 
medium-term securities, and £28 Mn. by 
borrowing from the Banks on Treasury l>ept>sii. 
The rise in 'Preasury Deposits was greater than 
the total rise in the I'huting Debt, the other 

of which fell by over £6  Mn. If we 
eliminate the purely temptirar)' year-end move
ments in Ways and Means Advances frt'm the 
Bank and in tender Treasur>* bills, we find that 
this fall was due to a decline o f al:^ut £ 16  Mn. 
in ‘ l ap ’ bills and a rise o f £ 10  Mn. in Wa>*s 
and Means Advances from Departments, or, in 
other words, a fall o f £6 Mn, in the net total of 
finance from official sources. As there is no 
doubt that funds continued to accumulate in 
official hands, the rise in Public Deposits at the 
Bank of England, in spite of official purchases of 
bills in the market, is fully explained.

Ordinar>* revenue for the period April IM to 
January 25th totalled £960.9 M n.,or 30% more 
than during the corresponding periixJ o f last 
year. To complete the estimate of £1,360.2 Mn. 
a further £ 399*3 "'ould need to be received 
before the end of March, or 27':o more than last 
year. It therefore seems likely that the esiimated 
revenue will be fully reaeffied, and may be 
exceeded, though of course any excess would be 
a small fraction of the £400’ Mn. or more, by 
which expenditure for the year may be expected 
to exceed the rc\'iscd estimate of £3,467 Mn.

The Bank of England statement for Januar\* 
22nd showed that the seasonal Christmas rise in 
the note circulation had almost disappcaixd, 
along with the offsetting increase in the Bank’s 
holdings of government securities. The most 
interesting feature of the statement was a jump 
of over £20 Mn. in Public Deposits to £35.3 Mn.,
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probably for the reasons indicated above. As a 
r̂ esult. Bankers* Deposits fell to the relatively 
low level of £95.1 Mn. The experience of last 
July is thus repeated, and it would seem that

even the new technique of Treasury borrowing 
from the banks on deposit does not altogether 
prevent the occasional occurrence of adventitious 
fluctuations in the banks* cash reserves.

WAGES. TRADE AND EMPLOYMENT
By A. L . B o w l e y .

PRICES.— The Board of Trade Index of 
Wholesale Prices rose 5%  from September to 
December, 1940, and the whole increase since 
August, 1939, is 5 1% . The index for food rose 
2-|% from September to October, 1940 and was 
then stationary to December  ̂ over the whole 
period since August, i939,the increase is 58%. Of 
materials the principal recent increase has been 
in coal and iron and steel from October to 
November; from September to December the

. . .  & fS /

index-numbers for foreign countries in its 
monthly Bulletin, from which the following tables 
have been compiled. The comparability o f these 
series is, o f course, affected by differences in 
content and method of calculation, and recent 
figures must be treated with more than the 
usual caution.

H O U S E H O L D  B U D G E T S  IN  1937-8.

fifteen
previous w ar:

Board of 
Trade t  

Wholesale. 
Aug., 1939 100
Feb., 1940 
May,
Aug.,
Nov.,
Dec.,

yy

131
136
143
150
151

Cost 
of *  

Living. 
100 
113 
116 
119 
124 
126

t  Av. for month.

compare the general
[-numbers of prices in

of this and of the

“ Econo* Cost
m ist” of *

Wholesale. Living.
July, 1914 100 100
Ja n ., 1915 128 110 to 115
Apl., y y 126 115 to 120
July, y y 129 125
Oct., y y 140 130
Nov., y y 148 135

*  1st of month.

While wholesale prices show nearly the same 
increase in the two periods as wholes, though 
their movements were different in the interim, 
retail prices in 1939-40 started on a similar 
course to those in 19 14-15 , but the movement is 
damped down during the last six months.

When seasonable changes are allowed for the 
increase in the Cost of Living in the autumn of 
1940 appears less than in the Table above.

September 1, 1939 =  100.
Food. Cost of Living.

Corrected Corrected
for for

December 1, 1939 
October 1, 1940 ... 
November 1, 1940 
December 1, 1940

Original. Season. Original. Season
114 109 112 108
123 120 122 121
125 120 124 121
125 120 126 122

Our usual table of wholesale price index- 
numbers for other countries based upon a com
parable list of items, and calculated by the same 
method in each case, will be found on p. 13, 
Data for these calculations are becoming in
creasingly scarce and their continuity uncertain.

The League of Nations continues to publish 
summaries of the official and other recognised

The results o f the collection of some 9,000 
budgets in 1937-8 are published in the 
December Ministry of Labour Gazette. They 
form an adequate sample of workers (other 
than agricultural) that come within the Un
employment Insurance regulations. As they 
include a proportion of non-manual workers 
they are not strictly comparable with the budgets 
(of 1904) on which the existing Cost of Living 
Index is based, but the collection was primarily 
intended for the establishment of a new index.

In the adjoining Table, Column i shows the 
weights applied in the Cost of Living Index to 
the percentage changes since 1914* Column 4 
shows these changes as price-relatives, not per
centage increases. As prices have not risen 
equally the distribution of expendimre was 
modified (the quantities purchased being con
stant) in 24 years, and the resulting proportionate 
expenditures are shown in Column 2. Column 
3 gives the proportionate expenditure in x h c  
new budgets. It is noticeable that the relative 
importance of bread, and to a less extent of 
butchers’ meat,* has diminished, while that of 
milk and eggs has increased. When all com
modities are included, it is seen that other items 
(household goods and services) bulk much more 
in the later weights. I f  these are excluded from 
both accounts it is found that the relative impor
tance of food, rent, clothing and fuel is nearly
unchanged.

Column 5 shows the changes from 1937-8 to 
November 30, 194̂ ’̂ The totals are weighted

* There was a considerable expenditure on tinned and 
other meats not included in the index, and this may have 
increased in the period, so as more than outwagh this 
reduction. A  similar remark applies to vegetables and 
fruit, of which only potatoes are included.
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IN D EX N U M BERS OF PRIC ES IN 13 C O U N TRIES. 

As quoted in the Monthly Bultctin of the League of Nations. • I

i.

19SS AvornK''

1939

1938 Avt'ragi

1939-Ju ly
Auff.
S«*pt.
Oct.
Nov.

194a-,Ian.
F«‘b.
Mur.
Apr.
May
June
July
Aug.
Kept.
Oct.
Nov.
Dc'c.

1988 Averngi

1939— July , 
Aug. 
Hept. 
Oct. 
Nov. 
Deo

1940— Jan. 
Feb. 
Mnr. 
Ai»r. 
May 
Juno 
July 
Aug. 
Hept. 
Ort. 
Nov. 
Doo.

• • •

•July ... 
Aug. ... 
Sept. ... 
Oct. ... 
Nov. 
Dec.

«  •  •

t  •«

1940-Jan . 
Feb. 
Mar. 
Apr. ... 
May ... 
Juno ... 
July ... 
Aug. ... 
8ept. ... 
Oot. 
Nov. 
Dt*c.

•  •  •

• •

< «

• B •
t « •

« « (

« •  •

4 »

« •

•  »

• • •

« •

• • •

• >

« •  •

• • •

•  B  •

• <

«  B  *

4 •

a a

« •

•  •  «

r  *  •

» •  •

• B •

> »

B  «  •

•  •  •

a t

a •

•  •  •

* •  •

•  »  •

a •

« •  *

» •  •

« B •
( •  »

B  ■  •

> •

a a

a a

•  a

a •

• »

a a

•  *  »

a •

• •

•  •

•  •  •

92

89

90

00

03

87

I, \v i i o m :s a m :. o f  1020

89 92 82 105 00 109 77 123 114 9U 111 76 82

BG 89 70 108 86 107 78 118 123 05 110 75 70
89 76 110 107 78 119 124 05 111 70 70

02 92 82 109 • M . IIB 78 123 131 100 118 83 83
97 94 83 110 00 125 78 124 133 106 124 85 83

104 03 84 112 91 125 78 128 136 109 128 87 83
107 93 85 113 93 126 78 153 143 112 132 O T 83

110 91 86 113 94 129 70 135 146 114 130 00 H3
112 91 87 115 96 128 79 136 144 115 138 02 82
115 93 87 117 96 129 80 138 142

143 
142

116
A A ja>

146 04 82
116
117

94
96

87
86

118
97

128
120

80
80

141
143

117
125

141
142

05
06

82
82

118 96 85 97 128 80 143 140 124 143 08 81
122 97 86 97 129 81 144 130 127 146 100 82
125 87 98 127 81 147 130 127 146 103 61
123 87 99 127 81 148 140 148 108 82
125 126 81 154 110
129 81 114
130

11. UKTAIL. r o s T  OF I.IVINU,“  a » OF 1029
>b> (() 'rf' ' / * t-

95 87 84 95 94 1 92 82 130 110 80 100 85 m

too
101
101
101

III.  HKTAID, FOOD ONLY. . OF 1920

77 93

106
106
105
106

01 78 138 103 114 83 98

8J 154 114 IlH K*.
BO 135 n o n o H4 M
78 136 124 n o 65 VIH
78 139 128 i » 87
78 130 120 122 98 97
79 140 130 125 BO 95

79 141 137 127 no 9S
79 141 I.T7 128 89 97
61 141 137 130 m OR
82 135 136 131 91
83 150 150 135 92 97
83 IS7 136 136 03 V4T,
84 158 143 138 93 9785 100 141 150 93 W
S3 182 139 141 06
81 137 144 98
HI 147 100

(a) of 1935. (6) % of 1931. (c) Kxol. rent. (rfj Kvol. rent an<l i lotbea. <«f 1936-0 «*f H»pt . 1031

•IP

.1

!:r

rl

J

• \ \AV.

9 •

✓

: 1

i

'i*»*

.0

•'iin

{ -

•i t •r ̂

.  X . .



by Column 2, while the results of weighting by 
Column 3 are asterisked.

The Period 1914 to 1937-8— It is of con
siderable interest to find out how the index 
would have been affected over those 24 years, if 
the new material had been available. This can 
only be done by computing, so far as the infor
mation allows, what would have been the cost at 
an earlier date of the goods and services pur
chased in 1937-8. Only an approximate result 
can be given, since in some cases there are no 
available earlier records of prices, and, indeed, 
some of the goods and other objects of expen
diture are insufficiently defined.

As regards food alone, two-thirds o f the new 
expenditure is on kinds that are included in the 
existing index. There is some indication that 
the additional foods increased in price rather less 
on the whole than those included, since they are 
predominantly in categories (such as meat) 
where the price has risen less than the average. 
But the difference is slight, and it is simpler and 
sufficient to assume that the change of price in 
the unknown is on the average the same as in 
the known. Working on the data in the adjoin
ing Table we find that the new weights give an 
increase of 44% from 1914 to 1937-8, as com
pared with 42% in the existing index. When, 
however, we combine rent, clothing and fuel 
with food, the increases are 58% hy the new 
index and 57% by the old, a difference com
pletely negligible.

The miscellaneous items are intractable. Less 
than half are included in the existing index : the 
remainder refer to insurances, subscriptions, 
entertainments and services whose price changes 
cannot be easily estimated. Now the former 
miscellaneous group shows an increase of 75% 
in price as compared with the 57% for the 
others combined. I f  we assume that the cost of 
insurances and services, etc., have also increased 
75%  5 the new weights would result in an 
increase of the whole Index o f 62%, while the 
existing index gives 57| %  ; but the assumption 
of so great an increase in the cost o f unchanged 
services, etc., is hardly justified.

The general result is that the new system of 
weights would not have affected the index by 
more than 8d. in a £ ’s expenditure, and the 
difference is less than the error inherent in the 
calculation. This is not surprising to those who 
have studied the general changes in consumption 
and prices. The expectation in some circles 
that the Index underestimated the change was 
due to a confusion between the risen standard 
of hving and the increased cost on the same 
standard.

The Period 1937-8 to December  ̂ 1940.— With 
the same assumptions as before that the prices of 
the unknown had changed on the average in the 
same proportion as the known, it is found that 
in these years the price of food increased 
26% by the new weights, as compared with 
21%  by the old. This is due to the greater 
importance given in the new budgets to some 
foods whose prices have increased more than 
the average {e.g.y eggs) and less importance to 
bread and other foods whose prices have in
creased less. When all commodities are included, 
an index revised by the new weights, on the 
assumption made, would show an increase of 
26%, while the existing index gives 23% in that 
period. The difference is 6d. in the £.

Since it is not possible now to purchase the 
commodities included in the 1937-8 budgets, an 
index number based on them would not in pre
sent circumstances afford a realistic measure
ment of the increase in the Cost o f Living, 
which can no longer be disentangled from con
siderations o f the Standard of Living.

Columns. 1 2 3 4 5
M inistry o f Labour New Price Relatives.

Old Budgets. Budgets. N ov. 30,
1914. 1937-8. 1937-8. 1937-8. 1940.

W eights. A djusted. W eights. 1914=100. 1937-8=100
B e e f & M u tto n  216 193 178 128 115
B acon  ... 57 55 82 138 121
F ish  ... 27 39 60 205 173
B re a d  & F lo u r  210 233 152 158 89
T e a 66 69 71 148 110
S u g a r  ... 57 50 45 124 193
M ilk  ... 75 103 132 195 116
B u t te r . . . . . .  122 99 106 115 113
C heese 30 27 29 126 119
M arg a rin e 30 20 17 93 111
E ggs ... 56 61 81 154 204
P o ta to e s 54 51 47 136 127

T o ta l F ood  ... 1000 

A ll C o m m o d itie s :—

1000 1000 142 
o r  144*

121
o r  126*

F ood  ... ... 60 54 3 9 i 142 
o r 144*

121
o r  126*

R e n t ... 16 1 6 | 1 2 i 159i 103
C lo th in g 12 16 11 210 152
F u e l, e tc . ... 8 9 n 181 121
S u n d rie s 4 4 i 2 9 i 175 126

100 100 157.5 123 
o r  126*

■* T h e se  n u m b er*  a re  b a sed  on  th e  w e ig h ts  in  C olum n 3 
T h e  o th e rs  a re  b a sed  o n  C o lu m n s 1 o r  2.

WAGES.— There have been some increases 
in wage-rates since September, especially in the 
cotton industry and mining, but most rates have 
remained unchanged.

The award of an increase of 3s. 6d. weekly 
on the (last) war bonus all round in engineer
ing and shipbuilding, to take effect in the first 
week in February, will bring the wage-rate 
index up from 121^ in January to 124. This 
increase is closely related (though this is not
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stated in the award) to the change in the Cost 
Living since the spring o f 1939.

AvvrM|;c« K«iiiitig* 
Oct , I uSH J u ly . MMO ll»M r«k«*

Wn^C'Kato liidi'x.
Kittora. LniKMircrit. Shipbiiililiiitf.

Mnv, 1939 100 100 100
Mar.. 1940 111 114 115
Fob., 1941 110 121 120

<\)Ht (if Uving.
Ill«l(*X.

100
115
123 (Ja n .l)

The Cost of Living Index is here adjusted for 
seasonal variation. The wage-rate o f filters had 
lagged behind the index, and this lee-way is not 
made up by the award. In fact (as is shown by 
the Table in the next column) engineers* earnings 
have, owing to overtime and other causes, 
increased much more rapidly than rates.

It should be remembered that our index 
assumes no change that is not proportional to 
the agreed wage-rates and no change in the 
relative numbers in various occupations. It 
does not attempt to measure changes in earnings, 
which have in many industries increased more 
rapidly than have rates.

Earnings in 1938 and 1940. The Ministry 
of Labour Gazette published in November and 
December reports on average earnings in 
principal industries. In order to obtain an 
estimate of the general movement, the average 
earnings for all persons in each industry dis
tinguished have been weighted by the number 
of insured persons in July, 1938. The averages 
are assembled in industrial groups and for the 
aggregate on this basis in the accompanying 
Table, and the percentage increases shown. 
Actually there is great variation among the rates 
of increase in the industries, nearly 100 o f which 
are shown separately, from over 50% (vehicles) 
to a reduction of (fur dressing). As railways, 
coal-mining and agriculture arc not included, 
no precise statement is possible for the total o f all 
industries, but their inclusion would only modify 
the average change slightly. In the same period, 
October, 1938, to July, 1940, our index-number 
of wage-rates (excluding coal, railways and 
agriculture) shows an increase of only 11%,  or 
14% if these three industries are included. On 
^is basis earnings in general appear to have 
increased at least twice as fast as rates. We 
cannot use these figures safely for estimating the 
change in the National Wage Bill, for the im
plied assumption that the relative numbers in 
the 100 different industries have not changed in 
such a way as to modify the result is hardly 
valid, since there has probably been some 
transfer to the better-paid occupations and some 
substitution of female and juvenile labour. Nor 
indeed do we know the aggregate numbers en
gaged in industry in 1940.
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(i'JH 
69 9 
491 
37 0 
54 0 
40 7 
625 
ba 1 
01 2 
47 8
56 0
57 5
58 5 
49 4

Hlillllitift
90 5

•  » •AW
* Kti'lddihg

53 3 (« 0  2T4
t rite figure* in this line are rtalti

U N E M P L O Y M E N T .— In the October 
Bulletin we rcpt)ried that Unemployment 
statistics were no longer issued in the familiar 
form and that no detail was given for separate 
industries. The figures now available arc not 
confined to the insured population but relate to 
all registered at the Hmployment Exchanges. 
Their course since August, 1939, is shown m the 
Table below:—

i : m i»i .«»v m k n t  i : x< i u n o i :n u k o im k h k  (kx<.
t n { i : \ r  i i i t i r u N

WlH'lly I'nrmplo>M TriniRararlly IM
fiot*

Uni
ll»)» AUWuiurii A Urn Wumr*a A Itirlttdlntf

1959 .tiitf.
(»lrU lilrU t a*ual«

730 168 70 129 76 7 1232
Sept. 661 292 W 110 102 10 1331
Uet. 750 368 106 84 5? 5 1451
Nov. 767 360 m 79 53 4 1403

764 325 62 80 60 4
1940 Ja  .. 806 96 las 58 7 1510

Feb 750 299 83 254 53 9 1501
Mar. 028 273 t>4 09 57 3 1121
A|ii. 530 243 66 55 53 3 973.Mâ 469 218 44 50 43 3 6B1
luiie 382 226 40 39 40 3 7C7

' 344
336 { 248 52 77 09 7 t 8SS 

i R77
Aof. 304 236 74 75 72 7 T'.'OSept. 316 227 08 m 79 6 830I»rl 300 257 89 93 72 7 635Nov 289 256 62 94 63 6 791
I).^\ 246 244 50 B2 54 5 705

1941 Jan. 257 222 62 00 57 6 096

in«nl ira in i i i t f  tV i i l f f* .  « I mi a f r  rxr)t»<|(4l f rom  l lna  ( f )  at,«l
.Hpo Afifitirn- 0/  (tOMflt*, 1910

There was no significant change between 
August and November, but the decline in 
unemployment was resumed ŵ iih a subsiantJal 
fall in December and a slight contra-seasonal 
fall in January.

A Table is given in the Gazette o f the dura
tion of unemployment, from which the following 
is an extract:—

N*r.M»Kii OF \v v u r\s rt<  novfmhkh zsu,. i« o.
iS riiil i»n

Men <m(H|
M«'n

18-49
50-64

1 I  .

lojtptlier 18-̂ 4 
W o m e n 18-64 •  •  a

6 W»*ek« 
or lea*
150,647
69,006

219.713
146.545

6 Wf-eka to
12 month*

40.554
44.884

85,438
07.008

12 month* 
or mor-  ̂
13.256 
40,823

I .

M.079
13,702

tl'

3k
•V’ft % 

l
^ ■

' s a l  • '
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E X T E R N A L  TRADE.—  Summary figures 
for the last quarter o f 1940 are as follows:—

. 1

. i-

•  t  * -

\  ' • \

•* s  •
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f

IM P O R T S ,
•

£ M n .
M anufac- T o ta ll i t

O et.-D ec. F ood . M a te ria ls . tu re s . A ll. N e t,*
1938 ... l l l 'O 57-5 57-3 228-5 213-3
1939 ... 109-3 61-6 57-5 229-9 222-6
1940 ... 83-6 59-5 82-5 227-2 224-8

E X P O K T S , H O M E  P IU )D U O B , £ M n . E x cess of
Im p o r ts .

1938 ...  10-5 15-4 93-7 124-1 89-2
1939 9-6 13-4 77-3 102-8 119-7
1940 5-6 4-5 57-9 69-5 155-3

» i .e .- - I m p o r t s  le s s  R e -ex p o rts .

Thus the total value o f imports is almost up to 
the level of 1938, above it if  re-exports are sub

tracted, food being reduced and manufactured 
goods increased; but if  the increase in price is 
taken into account it is seen that the quantity 
imported must have diminished.

There has been a great falling off in exports 
as our customers have become hostile or under 
hostile influence. The course month by month 
over longer periods is best seen in the detailed 
Table, p. 17.

It is to be remembered that part o f the ex
cess o f imports is attributable to increased freight 
and insurance, largely accruing to this country.

LOSSES OF M E R C A N T ILE  TO N N A G E  BY ENEM Y A C TIO N

According to revised official figures, the 
losses of mercantile tonnage, other than mer
chant vessels commissioned for Naval Service, 
by enemy action since the outbreak o f war are 
as follows (4-weekly totals):—

•  ^

4 W ee k s B ritish . T o ta l.
E n d in g . No. (000 T o n s). N o. (000 T o n s).

1939— O ct. 1 35 155.2 51 190.9

t  9 29 21 95.5 37 170.2
N ov. 26 26 60.4 46 162.0
D ec. 24 31 103.1 70 206.8

1940— J a n . 21 22 76.3 45 139.4
F eb . 18 22 107.6 66 233.8
M ar. 17 16 49.0 30 95.5
A pl. 14 9 38.1 37 115.3
M ay 12 20 71.7 35 142.2
J u n e 9 51 139.4 88 297.2
J u ly 7 51 257.6 109 515.8
A ug. 4 57 229.6 87 313.3
S e p t. 1 51 244.8 72 316.6

f % 29 59 304.9 87 404.0
O ct. 27 59 252.8 89 369.5
N ov. 24 60 274.8 77 337.1
D ec. 22 57 243.0 74 317.4

1941—J a n . 19 21 97.9 31 140.7

The sharp fall in sinkings during.the latest 
four-week period, coming after the gradual 
dechne from the September peak, is encouraging, 
but account should be taken of the less favour
able weather conditions ruling recently, especially 
for air attack.
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CRHDIT EXPANSION.
By F .  W .  P a i s h .

i

SINCE the great German inflation o f 1923, 
there can be few people who are not aware 
of the dangers o f unlimited expansion o f 

credit, whether in the crude form of note print
ing, or by the more sophisticated method o f 
borrowing from the banks, while supplying 
them with sufficient additional cash reserves to 
enable them to carry the increased total of 
deposits. I f  the public spends freely the new 
money put into its possession, it will compete 
with the Government for the limited resources 
available; and though the Government, by means 
of its power of creating ever larger amounts of 
new money, can always make sure o f getting 
what it wants, it can only do this at the cost of 
an ever-steepening rise in the level o f prices, 
which constitutes an extremely heavy, arbitrary 
and unjust system of taxation upon all capital 
and incomes fixed in terms of money. The 
undesirable effects o f such a method of finance, 
whether measured in individual suffering or in 
social and political disturbance, need no 
emphasis.

While, however, unlimited credit expansion 
must have the most lamentable o f results, it is 
possible, in certain circumstances, to make a 
case for a limited expansion as an aid to the 
rapid mobilisation of the national war effort. 
If, for instance, there are large unemployed re
sources in all fields of production, it is possible 
that an increase in the Government's demand, 
without a corresponding decrease in that o f the 
public, may lead to an almost equivalent increase 
in output accompanied by only a slight 
in prices. Again, if the circumstances o f the 
war cause the public to wish to hold increased 
quantities of cash so that, in the absence o f an 
increase in the quantity of money, part of the 
existing supply would be hoarded, it will be 
possible, and probably desirable, for the 
Government to increase the quantity o f money. 
In this way the use of resources forgone by the 
public in order to increase its cash reserves is 
transferred to the Government, and a possible 
check to production is avoided. Thirdly, the 
Government may be able to persuade the public 
not to spend the additional money placed at its 
disposal, but to lend it back to the Government. 
In this case subscriptions to Government loans 
should rapidly increase, and the need for further 
credit expansion should disappear. And, finally, 
the Government may be able, by extensive 
rationing or other means, to prevent the public

from spending u large part o f its income. 
Wheihcr the public hoards what it is thus com
pelled to save or invests it in Ciovernmeni 
securities is o f minor impt)riance. If the 
former, the Government c'an create additional 
money without injurious effects; if the latter, 
the increased subscriptions to Government 
loans should decrease or remove the need for 
further credit expansion. It is, however, on the 
whole preferable that the public should invest 
rather than hoard its unspent incxmie, for the 
existence o f a great mass o f idle money might 
be a cause o f embarrassment should conditions 
change and the public begin to spend it; and tn 
any case it might complicate the process o f post
war adjustment.

There can be little doubt that all the fore
going causes have been at work in this country 
during the past year to mitigate the effects of 
the substantial increases which liave taken place 
in the total o f Bank Deposits and o f notes in 
circulation. There has been a great fall in the 
un-employed and under-employed resources of 
the counir)*; the demand for (lovernmcni 
loans, and especially for loans designed for small 
investors, has been ver>' substantial, and sub
scriptions during the past year liavc been equi
valent to at least twice the pre-war rate o f annua) 
saving; and the falling bank clearing figures for 
1940, which show a remarkable amtniM to the 
rising level o f deposits, are some indication of how 
the public’s demand to hold cash increased 
during the second half o f the year. But e\*en if 
wc can accept with comparative equanimity, at 
least while present conditions last, the expansion 
of credit which has already occurred, it is im
possible to regard with complaccnc>* the prospect 
o f its continued expansion at the present rate ; 
for if this is continued indefinitely, it must lead 
cither to an undesirable rise in prices, or to so 
great an extension of the restrictions placed on 
the use o f money that money would lose the 
greater part o f its function, and might cease to 
provide an adequate incentive for economic 
activity. If the financing o f a proportion of its 
expenditure in this ŵ iy has hitherto been a 
deliberate act of polic>» on the part o f the 
Government, it is a policy which, howev ĉr 
justified at the time, has now served its turn and 
should be discontinued ; whereas if, on the other 
hand, the Government has been driven to use 
this method of finance because it could not 
otherwise meet its rising expenditure, the

fi
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urgency o f its replacement by o±er methods is 
still greater.

This should not prove an insuperable task. 
During the past year 38% o f the total ex
penditure of £3,333 Mn. has been met out of 
taxation; 30% from long-and medium-term 
loans, 20% from issues of Floating Debt to 
official holders, and only about I2^% by an 
expansion o f the Floating Debt issued to the 
market and other non-official holders. Not all, 
even o f this relatively small proportion, was 
taken by the banks. The total increase in Bank 
Deposits (almost entirely in current account 
Deposits) in both clearing and non-clearing

banks cannot have been much more than £360 
Mn., or barely 11%  o f the Government’s 
expenditure. Even in the last quarter of the 
year, when expenditure had risen to a rate of 
£4,400 Mn. per annum, only about 18% of it 
was obtained by an expansion o f bank deposits, 
and of this about a third can probably be 
regarded as due to seasonal causes. A  rise 
of 20% in the amount obtained from taxation 
plus long-term loans would have sufficed to 
render unnecessary all but a normal seasonal 
expansion o f credit. Such an increase in tax 
receipts and loans should not prove outside the 
bounds o f practicability.

G O V E R N M E N T  E X P E N D I T U R E  A N D  R E C E I P T S .

1939
Oct.-Dee.

19 iO
Jan.-M ar.
Apl.-June
July-Sept,
Oct.-Dee. 4 # ♦

Total 1940

EXPEN  RECEIPTS Est. Net
DITURE Long- and Floating Debt 8xp3Dsion in 

Briti.sh Bank 
Deposits (i)Total Taxation Medium-Term Tap Bills 

& W. & M. Adv.
Tender Bills

Loans & Trea!«. Deps.

£Mn. £M n. % of
Exp. £Mn. [ Exp. £Mn. . % of

I Ezp. £Mn. 1Exp. £Mn. Exp.

542 206 38 38
1

7 49 9
•

250
•

461 158 29

625 505 81 171
i

27 — 17

1

—i9  1

1

—70
695 188 27 339 49 134 19 39 6 83 12
915 264 29 182 20 284 31 184 20 154 17

1098 299 27 313 28i 267 24 223 ; 20 197 18

3333 1 1256 38 1006 30 668 20 417 !( 12i 364 11

(i) After deducting Balances with other Banks and Items in transit, and adding 10% to cover non*clearing banks.
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) WHOLESALE PRICES.

COMPARATIVE INDEX NUMBERS FOR 9 COUNTRIES.

S u p p l e m e n t s  f o r  Afarc/i, S e p ic in h r r  a t i J  D e c e m b e r in  1938- 39/ b e fo re  193H see H u u -n r iN i f o r  these  m o n th s .

The table below gives comparable index-numbers o f wholesale prices, based upon a list ofcoinmodiiics 
as nearly identical as possible for all the countries, and the same method of calculation and weighting 
is applied in each case. The index-numbers were described in detail in Special Memorandum No. 24.

J

i

Provisional figures have been calculated for recent months based upon such data as could be 
obtained from reliable sources. Besides the exclusions indicated in the footnotes interpolation lias 

occasionally been necessary for certain items.

FO O D -
U iiito d

.........
8 w(><icn .........
Ilullami* .......
Oerm any ......
Hi^Igiuiii..........
Franco ..........
Ita ly  .............
( 'a iindn ..........
Now  Zea la iifl.. 
8 . A fr ic a  ......

M A T E R I A L S -  
U iiito c lK ’gdoii 
U.3.A.
Sweden ..........
H o lla n d ..........
Germ any ......
H e lg ium ..........
Prance § ..........
I ta ly  ..............
Canada ..........
New  Zealand.. 
S. A fr ic a  ......

f *

r O T A L —
U n ited  Kingdutn 
tT.S.̂ t. .........
Sweden ..........
H o lla n d ..........
Germ any ......
B e lg ium ..........

France ..........
I ta ly  ..............
Canada ..........
New  Zealand.. 
S. A fr ic a  ......

1939

Dee. 1 Jan.1f
Fell

1
1

73

1

r

78 77
70 71 69
88 ) 86
67 i 69 i11 70

1
1

128
1 1 

134 136
155 > 168

1

166

76 , 76 i 75
95 ! 69 : 101
91 1 91 00

98
i

99 ; 99
74 75 ‘ 73

127 ; 129 ;
74 ; 76 1 77

Latest Hgures arc prorislonal.

167
185

74

Mar.

71

143

78

IGO

75

H«sr 1925' 1

1940

M ay Ju n e  ‘ J u ly  . Aug . • Ke jit. t k i  1**̂

76 72 70 ! 70 70 71 72 72
103 102 103 ‘ 102 100 101 101
00 00 00 :1

1

00 00 00 91 01

100 101 I 100
4

102 ' 102 ' 100 100 to;
72 71 1 71 70 00 ! 70 1 75

7 6  i 76 : 74 7 4  1 76 78 78
102 101 ,I 103 106 105 108

00 1
1

9 9  1
1

1 9 0
1

9 8  '
.

1

90 w 100

89  , 86 0 0 92 92

.

92 94
71 09 e e 0 7  i 0 6 72

1

76
1

77 1 76 76 ve
1
1

74 i

1 1 

;
73

1
72 ! 7294 On 100 100 102 102 102 103 ; 10490 92 93 i 94

1
1

1 95
1
1

05 95 «  1 95
i

Italics show movements of voM prices.
I Excluding Rye. ** Excluding Wood and Wood pulp.

* Excludes Rye. Rarley, OaU.
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STOCKS & SHARES

Industrials Fixed
In terest

P «s

MONEY'

a s

1924 Av... I 100

1929 A v...,| 139

1933 Av... j 103
1934 AV....I 125 
1936 Av... I 139
1936 AV....I 161
1937 A v.,..l 150 
1988 Av... I 123 
1939 AV....I 114

1937 I
JU L Y ......  150
AUG.......  152
SE FT . .. 146
OCT.........  139
N OV........  138
D EC ........ 133

1938 I
JA N .......... 135
F E B .......... 128
MAR........  120
A PR.........  129
MAY ....... 123
JU N E  ... 118

JU L Y ......  125
AUG........  122
SE PT .......  117
OCT.........  119
NOV......... 123
D E C ......... 116

1939 I
JA N .......... 115
F E B .........  118
MAR........ I 126
APR.......... 115
MAY ....... 119
JU N E  ... 118

JU L Y .....  115
A UG........ 118
SEPT. ... 106
OCT........I 104
NOV.......  106
D EC ........ 105

1940 I
JA N .........  104
F E B .........  106
MAR........  109
APR.........  106
MAY ...... I 97
JU N E .... 82

J U L Y .....  79
A UG........  84
SEPT. ... 87
OCT........  91
NOV.......  97
D EC......... 95

1941 I
JA N ......... I 98

+

+

+

— 0-5 
+  0-7 
+  9 4 
—100 
+  3-2
— 0-5

+

4-

+  2-4

% % % %

100 100
1

2-43 3-45

96-3 1040 4-57 5-31

124-4 80-7 •66 •71
132-5 75-7 •81 •81
136-2 73-6 •73 •57
136-9 73-2 -75 •61
12'r7 78-4 •75 •59
126-6 79-0 -75 •61
116-3 86-2 1-05 1-20

126-1 79-3 -76 •56
126-0 79-5 •75 •55
125-2 79-9 •75 •55
126-1 79-4 •75 •55
1290 .77-5 •75 •55
128-2 78-1 •75 •79

129-8 77-1 •75 •55
129-8 77-1 •75 •63
127-0 78-8 ■75 •53
128-6 77-8 •75 •53
127-6 78-4 •75 •53
127-6 78-5 •75 •62

130-1 76-9 •75 •52
128-6 77-9 •75 •53
121-2 81-0 •75 •72
123-7 80-9 •75 •72
123-8 80-9 •75 •55
121-7 82-3 •75 •95

121-4 82-5 •75 •56
119-2 84-2 •75 ■53
120-5 83-2 •75 •53
114-3 87-6 •75 1-57
116-2 86-1 •75 •66
117-2 85-6 •75 •74

116-7 85-9 •75 •81
115-7 86-6 •75 •67
111-2° 90-0 2-79 3-67
111-0 90-1 1-87 2-14
116-0 86-3 1-0 1-24
116-6 86-1 1-0 1-24

120-1 83-3 1-0 1-09
124-9 80-2 1-0 1-05
124-7 80-3 1-0 1-03
123-9 80-8 1-0 1-03
122 8 81-5 1-0 1-03
119-3 8V3 1-0 103

120 9 85-1 1 0 1-03
121-7 82-6 1-0 1-03
121-9 82-4 1-0 103
122-9 81-8 1-0 1-03
1260 79-5 1-0 103
126 6 79-3 10 1-03

128-6 78-1 1*0 1-03

‘*k
■;1

4 -
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FINANCE.
NEW

CAPITAL
ISSU ES

for
U.K.

£M n. £Mn.

BANK
CLEARINGS.

O TH ER  BANKING. TREASURY

London
B an k ers’
C learing

House.
>>u

c cS 9o O
U

£Mn. £Mn,

Bank of 
England.

£Mn. £M n.

AS o ©..MOW
o-a ’2 ®

£Mn.
O

£M n

13-3

11-2 2070

2360

1660
1830
1790
2093
2180
1982

2105
1910
2000
2110
2090
2025

2140
1975
2000
1905
1860
2140

1890
1885
2030
1930
2060
1970

1930
1860
1860
1800
162511
1895

1715

226

241

217
233
252
276
299
285

304
284
276
308
299
301

147

125

322
295
286
299
287
275

294
264
255
293
266
238

316
290
284
306
294
282

'-2-7

\

mO-8

308 102

0-2

62 50

390

361

371
378
394
432
479
485
507

493
498
488
490
481
502

482
474
479
497
482
486

488
483
479
496
479
495

476 
473
477 
490 
495

508
512
553
535
528
545

119 69

527
532
535
537
546
578

609
614
609
598
594
604

603

9 Clearing •
u
9Banks. 'O
Urn

#
9 )

CO
o
0 ,

Q

4
9 i

c9
O
V
CO

*
ea
9
U
f l
eS
>

<

♦ »

£ ^ £ S

o  o i  
°  -  s
'■5 « a 
(KOq

o
O oa ®
o S*s'•5 c oa d ^  

<

>%

O9
CO
CO

w

£Mn. J0MD. £^ln. £Mn. % % £Mn.

1632 242 791 324 11-7 48-5 442

1762 226 974 242 10-7 55-3 521

1914 352 746 519 10-9 390 582
1842 228 740 543 11-3 40-2 473
1961 264 755 598 10-8 38-5 473
2104 312 825 598 10-3 39-2 576
2172 276 910 607 10-3 41-9 560
2161 274 930 693 10-6 43-0 547
2129 246 943 564 10-9 44-3 488

2178 277 925 602 10-3 42-4 548
2168 272 924 600 10-3 42-6 558
2172 276 928 596 10-4 42-7 573
2197 291 939 595 101 42-7 695
2193 292 942 590 10-2 42-7 612
2213 294 934 591 10-5 42-3 622

2212 323 920 592 10-8 41-6 612
2165 281 934 589 10-7 43-1 667
2140 234 949 590 10-9 44-3 517
2153 243 948 594 10-9 44-0 522
2147 274 936 587 10-2 43-6 570
2184 284 935 586 10-8 42-8 580

2193 295 934 589 10-6 42-6 568
2183 298 925 598 10-5 424 555
2154 283 923 602 10-3 42-8 537
2140 261 923 602 10-4 43-1 526
2131 265 915 599 10-4 43-0 617
2135 243 920 592 10*8 43-1 507:

2112 248 922 581 11-2 43-6 449
2060 206 930 573 11-2 45-1 381
2038 186 941 567 10-8 46-2 351
2040 178 946 567 10-7 46-4 394
2052 194 942 561 11-0 45-9 429
2101 241 942 557 10-6 44-9 469

2122 269 934 554 10*5 44-1 491
2127 271 937 556 10-4 44-1 510

H & J 6&9 IT T 44-5 600
2206 278 961 561 110 43-6 531
2221 341 944 567 10-5 42-5 605
2313 321 951 566 11-2 41-1 740
**

2285 374 947 568 10-0 41-5 785
2244 340 949 566 10-5 42-3 806
2239 325 954 567 10-5 42-6 761
2233 328 935 573 108 41-9 701
2288 394 916 689 10-7 40-0 685
2341 372 913 592 10-9 39-0 740

2328 403 883 637ttl0-7 38-0 826
2355 416 872 661 11-1 37-0 836
2466 387 889 738 11-1 36-0 856
2527 361 886 850 101 35-1 840
2566 327 876 9‘̂ 3 10-6 3P2 840
2658 254 857 1025 11-6 32-2 845

159

239

327
377
393
225
229
330
682

307
303
291
299
290
305

309
277 
284 
307
278 
311

302
303 
334 
384 
407 
465J

563
571
652
700
696
706

690
626
674
708
722
842

907

1085

2152
845 1 1341

:  Dec. 10th. 
lincludes W hitsun.• Bank Rate 2% to 2-lth A ug.: 4% to  28th S e p t.; 3% to 26th Oct., 1989 ; 2% since. 5 i.e. exch M etropolitan.

t  Exclusive of Investm ents in Affiliated Banks. ® Official Minimum Prices. F o r Table of Exchanges £* 'xv̂  a . T r e a s u r y .
• •  Inc. figs, for Union B ank M anchester L td ., incorp. in  Barclays B ank L td ., 1st Jan ., 1940. t tH e re a f te r  includes 6-months deposits witn i r e  ^

STO C KS  &  S H A R E S —

NEW  C A P I T A L  ISSUES—

B A N K  C L E A R IN G S —

Index Nos. of Prices and Yield as percentage of 1924 level; on 15th of month. F r 
tee Supplementa.
Sensitive Index.—Geometric Mean of monthly nercentage changes. etc —As nubllshedIssues during month in Gt. Urltaln (a), for U.K. (to), for Abroad, excluding Government loans, etc. as puoiiMim
by THE M IDI^ND RANTC. LTD. 1940 Six-months' totals. . _by THE M IDI^ND RANTC. LTD. 1940 Six-months' totals. House for 8 weeks covering
Total of Town Clearings (I.e.. excluding Metropolitan) of Lo^^don month. °^Country Clearings

A  ̂ ft i m  ̂̂  I ^PT^Jiliwinrmte^totals for 24 working days.
B A N K  OF E N G L A N D -

P R I N C I P A L  B A N K S —

T R E A S U R Y  B I L L S —

M O N E Y —

n  ‘o u li  fox 24 .oxkln* d « s .

Bank* N otes^a^d^^rrancy Notes in circulation lUh-17th of *“ ^™ ^r^h e* m o n th * o ^9 * ^” l e a ^  banks"C urren t Deposit and other accounts, etc. Before September. 1939. averages for the nmnth of J ^  
(I.e.-excluding the National Rank. Ltd., and the District B ank), afterwards, data for last making up oay
the month.—As published by THE MIDLAND BANK. LTD.

XJp to  June. 1940 llth -17 th  of month, thereafter end of month. nf T^r^heouep RetUTQ.Issued by tender. Total of BllU Issued hy tender during IS weeks date of Excneouer «ecuTu
Otherwise Issued. Total of Treasury Bills In existence less those Issued by t^ d c r
Oay-to*Dav Rate and 3 Months* Rate, Arerages for weefe ending 15th of monUL

. <a-

>.

t-

IV

?r^'

1«S
1915 A'
1954 A» •
1955 Af
1556 A»-
1957 y  -  • 
1938 A^-l 
1959 A^-i 

1537 j 
JAN.

-
KAR-
Al’UlU-l
may..... !
jUNB.....

JULY"—• 
jkUG--—
s e p t ....
0(TT......
j{0Y.—-
i)BC.....

1938
JAN.
FBB.
SUR.......1
APRIL..
)IAY...... I
JUNE.-, .j

JIJLT..-J
AUO. — I 
SEPT___
ocr....-
XUY. - . .
DEC.....

1935
J.4N. -~ . 
FEB.
MAR......
APRIL-
)IAY___
JUNE....

JULY ...
AUQ___
SEPT. . .  
0 C T ._  
NOV.,
DEC.

m
JAN.

JUR. . . . . j  

APRIL... 
m.ay 
JUNE

JCLY 
AUG. ■■ ■■
8BPT.....
OCT.. -
J’OV... 
15EC...

1541
Jan. . 16̂

tA

Of 00
op sii
Of T

fSAU
50ST Of u

CO

CM,
-I



ifm

Hi

/

,11

I 565 
)|57l 
) 6S2 
I'TO 
i 69$ 
r W

r690 
; 62$ 
I
1 ?08
5 - ^01912

I.

2552 ,
^:U*1

I I

11

. ̂

-M

ro

PRICES AND WAGES.
WIIULICBALE. H l.T A lL .

P rio i of Bar Hoard of Trad# Index Noa. Htatial (Bauarbaok) Indax Hoa. bl. ut l^abuur.

Gold. Bllvar
(Catli). Uaiiaral1 Food. M atarlaU,

ale. lo o d . lUw
M au n ala . Tuial.

Cual uf 1 
Living. *

ftr l>«r 1
(In# Ola

1
d. par ox.. % % % . % % % % %  X  X  \

iStata ^  o u t  ^  i
1924 A v...
1939 Av...|
19S8 Av... 
1994 Av.. 
1910 AV...I 
1936 Av..
1987 Av..
1988 AV...I
1989 AV...I 

1987
JAN. .
I b B  
MAU
APUIL...' 
MAV
JUNli ......
JULY..  
AUU...  
SISIM’.. 
OUT... 
NOV...  
DICU... 

1938
J A N . .......
I■■KH.........
MAU........
APUIL ... 
MAY 
JUNE.. .  .
JULY 
AUG.
8EPr.
o u r ..........
NOV.
DEC.........

1939 
JAN.
FEU.
MAU. 
AFUIL.... 
MAY.. 
JUNE
JULY 
AUG.. 
8Krr.  
o r r . .
NOV. . 
DEC. .

1940 
JAN.
FEU. 
MAU. 
APRIL ... 
MAY 
JUNE
JULY .. .J 
AUG.
8RPT......
OUT.........
NOV........
DEC........

1941 
JAN.

•  •  •

••••••

64 051 
124 W
157 651
142 lo t 
14029t 
I4076t 
142*49 
154-99

14160 
14209 
142-43 
141 61 
140 60 
140 54
140 17
139 45
140 47 
140-42 
140 18 
13984

13967 
13973 
139 62 
139 91
139- 87
140- 61
141- 19
142- 57 
144 47 
146*45 
148-83 
14803

146-82 
148-33 
148-28 
148*50 
148-47 
148 49
UB49 
148 66 
168 00 
168-00 
188 00' 
168 00!

168-00§ 
168-00 
168-00' 
168*00! 
168-00. 
168-00$
168-00 
16800 
168 00 
168 00! 
168-00! 
168*00'

168*00.4

6
9

I 
9 
9 
0
7 

18 8

8

61 6 
63*3 
64 0 
67 9 
782 
729 
74-1

74-0
74-7
77-2
78 2
79 6
79 6
60 2
80 1 
79 9 
79-6 
780 
774

19 7 
1

n
€0

6
0
1
8
6
I
4!
9
4

699 
69 6
69 4 
699 
703
70 5
706
70-8
769
70-7
85*3
87-9

003 
92 4 
93-1 
050 
96 I 
96-6

100 4 
100*7
101- 4
102-  6 
105 6 
106-6

65- 1 
64-8 
GOO 
69.9
77 8 
74 I
74 4

756
750
78 0 
77*6 
77*5
77- 3
78- 3
78- 2 
789 
90*2
79- 5 
79-6

79 9 
787
76 6 
76 3 
76 4
75 6
74 4
72 1 
69 0 
706 
69 0
69 8

70 4 
69 3
68 5 
696 
690
69 9
095
686
T/-0
83*2
66- 5 
89-9

935
962
95-4
956
97-6
99-1

1023 
1051 
106 2
108- 9 
1089
109- 0

794
607 
62 4 
627 
66 7
78-0
72 I
736

728
74 2
7 /1  
783 
80 3 
BO 3

84 61 94 9«

1

80 6 73 :.i 77 5 70I

80 7 72-5 ;.t 76
802 , 72 5 7 S i 75 74 m

788 72 5 7S 3 72 72
76 0 70 5 716 69 095
76 0 71 5 716 i 69 ! TO

.

75 9 70 5 70 085 1 095
74 4 1 70 uv 60 I1 60 5.

73 6 i 69 09 60S 1 m
72-7 1 60 60 1\ O'/
71 6 1 G8 07 04 : 055
70 5 i 075 07 6 64 5 1 65 5
70 0 
70 9
70 8
71 3 
71 4
70 B

69 3 
69 4 
606 
69 7 
702 
705
70-8
71 1 
74 9 
77*6 
M l  
805

88-1 
900 
91 4 
94 2 
94 9 
14 9
990
990
98-5
990

103 4
104 7

llOl
92 5 A'/A 

lo t 5 M l 
[105 
103-5 
197 n*s
lios 5

07 '
08 MT 4

1109 u f*r A 
m  5  /"> A 

12 / / "

233

WAOB.i

lbd«l
ot

W * « k l v

iw *

m i
IM
K'4
104«
1041
10I|
104|
104|
104a
104|
lOll
104«

1214

t  Average of dally quotaUoni (or year *  NORMAL S B A t O N A L  OHANOK RSMOVKO 
I liank of England Ofndal

•  IVM

PRICE OF GOLD- 
PRICE OF SILVER—

a m » i«  (Ixm dotii p r ir t  m  f la t o>. for v t tb  tn d te t l l t h  of — r x t ) ? c o it lF T

A i t r a i t  (ca ib ) D r ift  of bar rt lv tr for to fl-n t l l i b  of aoa ttt — f.

BOARD OF TRADE INDEX—Gromrtrlf ^Itao of \VTif>lt«alt Prlftt la*rra«M for »<M)tbl of rt^ntodmt* a* *'tt«^iajt «f ltl< a>-<
fib o r  TTiAiir l o m ^ A L

STAT IST  ( S A U E R B E C K

lla ifd  00 Dt« lodfx Qr>t publUbtd Id Jaau an . I I U  — llO Ani 

A m a p t wbAiftalt prlcw of I I  foo<Utuffi aad tA ra« m a m ia lt oa la«t <lar «f •<inib. a» p«**^**"ar* of a;k ) a m a r t  wnniftait pi
INDICES—fr>r l»3l.-8TAT(Rt.

COST OF LIVING INDCX^MinUtrr of tabnur*i ind'X «hfmint merra^tit ttD'** Iir4 In fmt nf aatn'aintnt earbanrofl tt>» tt»T>Aar4
l if in i prpraltni In worklng-rlaat h<Hi**hnlda bt<ort A n r  I I U -  Pnr 1«< of Imi r^W W agaiB*<
mootb—1 |. .  readuic for Marrb Itt t» thovn acaia*t F tb r« a n  <0 fa/iittai* foapanaoD ** W a iu i "  lM * a

Aj  abort, for rood oolr.R E T A I L  FOOD P R I C E S —
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OUTPUT AND INTERNAL ACTIVITY.
»

I

/ 4'

'J!'

• ^

I ̂

A)

A

1924AV...I ^
1929 A v - I  20-7
1933 Av...I 16-7 
1934AV...I 17-8 
1936Av.. I 18 0 
1936AV...I 183
1937 Av...I iq-4
1938 Av... 18 6
1939 Av...|

1937 I
.JAN........ 193
F E B ........ I 20-3
MAK........I 19-8^
A PR........ I 20-4
MAY....... 19-9°
J U N E . . .  18 8

J U L Y  ...I 17-3
AUG......  lQ-9'̂
SE PT . . . .  19-2
OCT.........I 19-6
NUV. ...I 19-9
D EC....... 2011

1938 I
JA N ...... 20-3
F E B ......I 20-6
MAR...... I 20 0
A P R ....... 18-5^
M A Y .....  18 I
JUNE, . . .  17-4°

JULY ...I 16-6
AUG. ... 17 1® 
SEPT. ... 17-4
OCT........ 191
NOV. ... 18-8 
DEO.......  191®

1939
J A N ........1 19-2
F E B .........I 19'7
MAR....... 19'6
A P R ......  19-3§
MAY......  19-2
JU N E  ... 18-4
JULY ... 17-6
AUG.......I
SE PT  ....
O C T .......
NOV.......
D E C .......

1940
J A N .......
F E B ......
MAR......
APRIL.. .
MAY......
JU N E  ...
JULY ...
AUG. ...
SEPT. ...
O C T......
NOV......
D EO .......I

O U TPU T.

Coal.

e
Pig

Iron . Steel.
E lec

tricity .
*3
'S“

Tons Tons Tons M n. 1
1 r ”  

<1

Mn. : 000 ' 000
1

U nits.
Mn.
lbs.

R E T A IL  SALES.

% % £  000

SK

Mn.
Galls.

a a ZO

000

RAILW AYS.

F re igh t Traffic. 
S tandard  Gauge Railways.

W eight.

fe. o S
0000 tons.

316
458
495
586
651
620

588
604
614
635
629
653

659
645
678
695
711
707

688
693
645
617
571
506

459
401
401
424
431
403

452
510
645
568
625
668
671

b41

756
551
694
775
912

1019
817

935
996

1061
991

1072
1014

951
945

1066
1061
1080
1056

1050
1058
982
961
877
742

640
604
692
800
789
614

744
971

1030
1136
1116
1078
1079

508
858

1130
1289
1464
1685
1909
2031

2176
1944
2074
1832
1621
1574

1588
1529
1752
2029
2285
2497

2382
2145
2111
1849
1854
1612

1656
1679
1872
2195
2346
2675

2704
2334
2508
2046
2068
1912
1918

2T1
4-74
701 
7-76 

10-32 
12T1 
12-90 
11 69

11-74
11- 72
12- 52
13- 67 
12 18 
1406

14- 60 
10-80
14- 10 
13-57 
13-72
11- 83

12- 51 
1219
13- 27
10- 56 
13-38 
1111

11- 64 
9-31

11-78
11- 75
12- 41
10- 39

11- 82
12- 48
15- 50
13- 44
15- 72
14- 92
16- 38

71-1
90-1
96-4

101-3
105-3
109-8
112-5

102
99

102
103
102
122

960
93-5

104- 1 
1151 
109-3 
121-0

1281 
120-1 
117-9 
108-9 
103 6 
99-7

97- 4 
92-4

1088 
119-9 
109 7 
121 4

127-7
127-9
133-8
102-4
105- 4 
101-6

98- 7 
96-6

117-9
121-4
121-5
130-1

106
103
114
113
108
125

18- 9
23- 0
25- 3
26- 0 
22-9 
18-2

28-8
22- 9 
38-4 
31-1
28- 3 
30-6

27-9
16- 3
20- 3
21-  0 
20-6 
25-8

24- 9
19- 0 
35-5
25- 6
24- 6 
22-6

20-  8 
14-6
17- 1 
20-0
23- 6
26- 0

27- 3 
23-5
29- 3
25- 6
28- 3
26- 5

1/43
1722
1270
1329
1335
1362
1442
1325

389 
404 
419 
416 
414
411 
422t 
386 
422 
442 
442 
429
412

375
392
400
382
366
345
352t
324
350
375
390 
374 
360

1422
1542
1572
1446
1441
1367
1371t
1244
1370
1446
1439
1515
1558

1457
1536
1498
1296
1254
1184
1209-f
1069
1199
1289
1474
1373
1437

422
415
422
440
457 
465 
470t 
434 
463 
470 
487 
496 
462

440
458 
460 
413 
398 
356
347t
293
314
316
344
359
320

R e
ceipts.

All
Goods.

iMn^. 
b-89
8 91
6 23 
6 57 
6-62 
6 93 
7-29 
6-78

6- 89
7- 40 
7-60 
7-89 
7 23 
702 
7-OJ
6 401 
7-11 
7-46 
7-87 
799
7 49

7-19
7-65
7-67
6-93
6-75
6-26
6-26'
5- 58 
6 24
6- 76
7- 17 
6-98 
6-74

344
376
398
388
422

1436
I486
1443
1374
1458

298
354
374
368
416

6- 72
7- 22 
7-37
6- 97
7- 55

118
108
101
107
107
126

180
167
168 
175 
177 
240

§ Ex Bank Holiday week bu t no t Good Friday. ® Pour weeks excluding holiday week. II Alterations in postal rates May 1st.
t  13 four-weekly re tu rns for the year. *  Pour weeks to Dec. 25th in 1937, 26th in 1936.

• The four-weekly series ends on Dec. 24th in 1938, and recommences a t Jan . 1st. 1939.

OUTPUT— C O A L ............................
PIG IRON. S T E E L

INGOTS & CAST INGS  
E L E C T R I C I T Y -  
A R T I F I C I A L  S I L K -  
R E T A I L  S A L E S —

POST O F F IC E  R E C E IP T S —  
MOTOR S P I R I T -  
NEW  R E G IS T R A T IO N S — 
R A I L W A Y  T R A F F I C —

WZnOHT .................... ........
RECEIPTS ..........................

MMTotal for 4 weeks ending approximately at end of month.—BOAILD OF TRADE JOURNAL.
Output for standard four-week month, based upon monthly figures issued by the BRITISH IRON AND ST] 
FF̂ OERATION.
Output of authorised undertakings.—ELECTRICITY COMMISSION.
Ra.von, yam and waste, derired from Excise Statistics.—BOARD OP TRADE JOURNAL.
Revised index of value of sales in Departmental Stores, Co-operatlres, multiple and Independent shops. For 
discussion see Board of Trade Journal. Feb. 9th. 1939.—BANK OF ENGLAND.
Dally averages, ex telegraph, telephone, savings bank and poAal ordeis.—BOARD OF TRADE JOURNAL 
Imports entered for home eon.-nmptlon.—BOARD OF TRADE JOURNAL 
Cars taxed on H.P. in Great Britain. Ministry of Transport Returns.
Tonnage of goods carried on the Railways of Great Britain during the month, exeludlag free-hauled.
alonthly receipts for goods traffic, excluding cost of collection and delivery until 19^ . In other yea 
receipts for coUectioo and delivery.—MINISTRY OF TRANSPORT.

i 6

years excluding
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aK: 1*1

K.*.

‘̂•1

I I I

EXTERNAL TRADE.
a

t’

1
1

I .

■♦i

TOTAL IMPOUTB (Vftlue»>.

Food, 
Drink nnd 
Tobacco.

iM n.

lM 4 A v . . |  47 6 ★

1939 Av...I 44 8 —

•  «
•  *  *1

1988 Av..-
1984 Av...
1985 Av...
1986 Av...
1987 Av...
1988 Av...
1989 Av...

1987
JA N .......
FBH. 
MAH. 
APK .
MAY.......
JU N K  ..

JU L Y  . . . I  
A lU L  ...I 
8E P T . ...I
O C T........
N O V . .. 
D KC. . .

1988
JA N .......
K K B ........
MAH ... 
APH. ...I 
MAY ...
JU N E  ...I

JU L Y  ... 
AUG. ... 
8B PT. 
OCT. 
NOV. ... 
DEC.

1989 
JA N ...
FE B ........
MAH. ... 
APH. 
MAY 
J U N E ...

JU LY  ... 
AITO. 
SEPT. 
OCT. 
NOV. 
DEC.

1940 
JAN.. 
FBB. 
MAR. 
APH. 
MAY 
JU N E  ...

285 
29 I 
299
32- 2 
35 9 
362 
33*3

320 
30*7 
35 3 
329 
34-2
35 8

34 0 
34-8 
362 
434 
431 
428

36 1
33- 2 
37T 
32T 
352 
384

J£ f

Haw
MatariaU.

i.Mn.

333

28-3 -

ISO -  
176 ~  
17-8 ~  
20 8 —  

26-3 — 
20-7 — 
20T  —

25-7

Mauu-
faclurea.

XMn.

25 0 

27-9 -

12 6 —

14 3 -
15 4 -
17 8 -  
22 9 -  
19-6 -  
198 ~

$4 4 22 1 
SS 9 \ 25-0 
Jt»-i 260
S4'4 2b-6
36U

36 4
30-6
Sti-4
371
Sa-4
5S 7

4 9
•  •  •  I

•  •

•  • •  • !

•  »  •  I
■  •  •

•  •  » l

•  •  • !

•  «

•  • •  •  «1
•  •  •

•  •  « l
•

•

JU L Y  
AUG. 
S E P T . ... 
OCT. 
NOV. 
DEC.

•  •  • ]

•  • • !

«  ■  « l

35- 0 
30-2 
55-7 
303 
33-6
36- 1

32 9 
34 6 
230 
29 8 
386
42- 8

46-0
37- 9
43- 7 
42 1 
398
35- 5

302
36- 2 
29-3 
32-6 
26-7 
250

S7S 
S7'0 
38 0 
33 6 
34-8
S t  I

36-e 
SS‘9 
S6-6 
S3 3 
339 
37‘S

S i'S
S6'4
t s t
t6-6
34‘4
S8'7

S i-4
371
t9'5
t?'0
tS '8
t t '6

27-4

26-3 
26-7
26- 5
27- 9 

I 28 3 
I 27 3

. 25 7 
22-6 
240 
21 5 
204
19- 4

192
20- 3 
18-0 
190 
187 
19-8

2T 5 
17-2 
196 
19-5 
228 
22-1

21- 5
22-  2 
13-5 
159 
23-7 
23-2

31-5
33- 0
34- 7 
353 
359 
291

28 0 
287 
22-1

19-1
183

17 8 
1H6 
22 I
23- 6 
22-9
24- 4

tS ’ I . 24-6 
W 6 ' 24-7 
SO'S i 24-6 
to o  24-4 
f7'4 25-3 
SS I  23-3

225 
19 5

197 
19 4 
18-1

17-7 
lB-0 

; 18 7 
: 20 2 
i 19-7 
! 17 8I

I 18 4 
I 17 6 
I 2T9 

19-7 
! 21-5 

25-3

t0  6 
t t '8  
tO'O 
to s  
18 'I 
16 8

I

S90
VJO
St'?
t s t

t t ?
ts o \ 23 6
l i '7
n o
t t ' i i 
J96

n o
s t o
ss?

26-6
24-2
29-6

to o ’ 32 0 
SS'8 I 29 4 
30 6 25 8

284
30*8
28-6
28-6
26-7
29-4

186 
t o o  1 
t l ' l  
t 4'0 ! 
t t '7 ‘

Total
(Including

Mlaoollanauua)

' XMn.

106-4

lOl 9 -

56-5 -
C l-3
835 -
711
85-7 —
771 -
73'8 -

757 
71-7 
629

83-2 
882

tS 8 ! 
t t ' 6  : 
t t  t
to o !
JUS
18? i

180
n o
18-9 
186 
IS'U 
18' I

19 4 
IU'6 
tO'9
too
t f S
t 4 t

I

23-5 tS U

tS 't
tJi'U
tS'S
St'6
tU 't
to ?

tS'9
so-t
tw t
tO'S
tS'7
S9'8

65-5 
88 6 
87 8 
96-2 
97 3 
94 3

84 9 
757 
84 9
73- 7 
76-4 
76 5

739 
741 
76 0 
79 0 
78-0
74- 1

75- 6 
65-5 
780 
70-1 
78-5 
822

78-3
B l-1 
49-9 
61 8
84- 0 
86-6

105-0 
95-6 

108-5 
1100 
105 6 
90 8

87-0
95-0
80-6
85- 1 
729 
73-6

898 
Ut?  
AV-9 
9fi?  
86 3

H)S'7
m s
Uf7'S
n s s
m -6
U4'S

U06  
97'S

68'4
a t s

tii

XMn.

37

2-0

N KT
IMl'tiHTH
TutAL.

XMn.

U 7 I 94 8 

928 

52 4
57 I 
589 
6(1 0
79 4 
71 9 
700

70 6 
64-8 
762 
75-7 
758 
8H

78-7 
80-0 
826 
005 
91 9 
895

80 1

79 4
68 7 
682
71 6

69 3 
69 1 
71 0 
75 6 
729 
69 3

71 0 
607 
73 1 
65.5

74 6

476 
.59 6

101 3 
032 

104 0 
105-6
102 3 
66-8

852
936
79.4
84-1
722
729

7 7 0

76 7

m t
97 r,

t f 7 4
n sH  
ht4 o 
US 7

URS 
80-8 
76' i  
OSS 
OS u

KXPUUTrt OF U.K. UOOOt tValua»i

food. 
Drink and 
Tubaccu.

XMn.

Haw
Mai«iial».

4 /

^.4  ̂ 4

I XMi).

Manu-
(a« lu i«* .

XMn,

bl 6 *

51 1

51-6 
297  
535 
3D0 

> 587 
290

t S  26 6 
f -8 27 6 
TO 28 5 
/  0 19X)
r.l 185 
I t  20 6

»  N O R M A L O H A N O B  R K M O V I O

1 olAi
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UNEMPLOYMENT.
INSURED PERSONS UNEMPLOYED: 

(Great Britain and North Ireland).
Males.

ri

i.i

1933 Av. ..
1934 Av. ... 
1936 Av. ...
1936 Av. ..
1937 Av. ...
1938 Av. ...
1939 Av. ...

1937
.IAN...........
PEB ...........
MAR..........
A PJilL  ...
MAY .......
J U N E .......

J U L Y .......
AUG..........

S E P T .........

OCT...........
NOV..........
D EC ...........

1938
JA N ...........
F E B ...........
MAR..........
A P R ...........
MAY...........
JU N E  .......

JU L Y  .......
AUG...........
S E P T .........
OCT...........
NOV..........
D EC ...........

1939
JA N ...........
FE B ...........
MAR..........
A PR...........
MAY .......
J U N E .......

J U L Y .......
AUG..........
S E P T ........
OCT...........
NOV..........
D EC ...........

1940
J  ...... ..
FE B ...........
MAR.........
APR...........
MAY .......
J U N E .......

J U L Y .......
AUG..........

I'l

j.rauip • # 1

Entered Cleared Shipping G
uG fO c c 0d'5 Gd •

«  '
CO0

♦ ^

British1 Ports.
Freight d

0
d0

cn
0

be 0
.5 2 ^  0

5 ® J3 CO
Rates. y 0 G

0
c

'Ede
2a. 2*S

0 0
Ĉ

0000 tons 0000 tons
% of 1935 000_ 000

u u 2
CO cco 0 hH

1 000 000 000 000 000
461 n 644 'n y n 12 1 b'd

1

110 78 99 35 1 1
522 — 572 133-5 1019 176 ' 41

1
1

67 : 4 9 146 : 35 345

503 464 2163 338
1

' 79 177 103 336 64 687
522 — 459 1817 280 52 111 80 295 61 569
530 477 100 1682 241 44 88 67 288 52 529
562 473 113 1455 198 ' 33 59 50 272 37 466
587 512 175-6 1196 129 i 21 41 ! 40 254 28 379
580 491 126-9 1367 133 47 57 36 271 61 459

1119 94 25 43 30 263 25 371

487 6SS 453 467 167 7 1365 138 25 47 43 308 29 431
482 say 428 497 157-9 1324 136 24 45 42 290 28 416
576 6W 472 490 158-9 1298 130 25 44 42 289 26 406
542 B7i 514 548 176 8 1175 124 24 41 40 234 26 375
600 676 509 4 9 1 185-4 1191 156 26 39 42 226 29 380
629 5b4 645 531 \ 187-1 1126 169 ' 22 57 39 210 25 350

642 675 682 544 185-0 1117 : 146 1 26 40 38 222 , 26 355
672 604 549 503 193-3 1090 122 i 23• 39 38 220 ' 25 356

.=51107 118 ! 23 39 39 228 28 360
601 568 563 552 201-7

7

m n 116 I 22 38 38 221 1 29 343
610 569 550 516 190-0 1112 113 22 39 36 233 27 350
614 6S0 491 490 162 9 1173 101 24 41 37 256 33 577
586 600 484 5 14 141-0 1310 100 25 43 39 341 38 413

533 589 448 461 138-2 1376 98 32 47 37 320 j 46 465
484 693 415 481 129-5 1358 i 97 34 49 36 294 48 467
560 603 458 477 1275 1316 102 37 50 34 256 ' 60 461 !
530 559 465 495 126-9 1318 125 39 51 35 241 i 52 ' 459 1
603 579 480 463 130-6 1337 150 46 53 34 233 68 458
613 569 519 506 1231 1375 156 53 ' 59 . 35 237

1

68 473

606 543 524 489 120 2 13821- 190 i 54 53 i 37 257 ! 53 454
642 677 538 493 126-4 1341 154 56 60 ' 35 247 56 455
591 54s 548 517 126-3 1377 151 59 64 37 261 60 454
589 560 535 601 127-6 1374 121 46 63 39 285 44 451
537 55 L 489 489 122-3 1420 129 52 64 39 302 41 457
550 662 470 499 124-1 1426 123 53 62 39 319 39 456

505 557 465 479 120 8 1558 111 49 67 40 385 43 508
454 655 414 481 121-5 1462 115 39 63 40 334 38 476
529 670 469 488 117-5 1330 107 34 59 41 283 33 440
523 651 477 508 119-6 1257 106 33 56 38 262 34 419
615 590 541 622 129-6 1141 106 24 48 35 234 ! 29 375
639 593 571 557 121-5 1057 112 22 43 34 214 25 345

657 588 559 523 123 0 990 103 20 38 ■ 32 222 21 312
662 59) 552 606 120 8 949 95 22 36 30 207 20 309

875 76 14 28 17 176 20 321
950 64 14 28 18 224 13 331
937 62 14 26 17 239 12 315
928 71 15 24 16 252 11 300

1067 60 17 26 16 369 11 322
1091 68 21 25 18 380 12 327
782 50 : 17 21 14 212 9 257
669 44 16 18 12 171 8 225
603 40 14 16 11 146 9 213
487 32 10 13 9 112 6 177

487 58 10 13 9 101 7 176
456 56 ^

1

14 13 8 95 8
1

158
1

®  .

u 2
s s  
I  >S

Females.
'3
C<s_; o

o
y o

O

Persons.

>• o S3 ' >»
I

d o^ a
4)Ud

ao |o2
y

o
y

e
0
01CU

000 ' ^

379
369
373
340
300
312
278

404
354
346
311
286
436
383

92
85
72
51
42
98
49

2110
1802
1715
1498
1278
1424
1282

344
343
336
311
293
274

312
301
279
261
265
244

35
34
33
33
40
37

1489
1460
1406
1305
1246
1167

264
267
272

268 I 40 
267 41
272 I 44

1136
1148

264
292
304
311

263
283
334
355

45
41
55
66

1139
1215
1284
1339

457
369
313
251
204
379
219

188
165
170
131
210
203

2567
2171
2027
1749
1482
1802
1501

249
209

331
333
326
316
305
294

441 
449 
448
442 
444 
455

83
92
94
97

112
125

1466
1467 
1426 
1394 
1376 
1352

195
180
222
326

279t 
278 
291 
325 
336 
334

438tl 
439 
430 
425 
420 
403

108
113no
85
77
74

1 3 3 9 t
1333 
1387 
1486 
1529 
1529

351
341
338
366
404
478

355
347
333
309
290
262

459
436
403
384
354
312

242
230
223
268
252
239

292
298
430
427
416
383

246
240
202
175
154
128

397
375
329
301
287
276

113
104

332
338

74
69
62
61
63
49

1635
1593
1496
1396
1293
1170

42
41
44
30
26
23

1086
1032
1075
1225
1217
1166

20
19
17
17
21
16

1216
1160
1000
877
784
677

481t 
447 
420 
313 
310 
298

382
295
237
245
202
199

1677
1625
1576
1436
1456
1370

1386
1357
1379

1334
1395
1507
1665

1818
1808
1764
1760
1780
1829

19-9
16-7
15-5
13-2
no
12.9
10-6

12-4
120
11-6
10-5
107
100

lOT
9 9

101

9 7  
10 1 
10-9 
12T

1819t 
1780 
1807 
1799 
1839 
1827

196
215
230
149
137
144

19
22

658
633

248
307no
92

106
86

161
161

2017
1888
1733
1641
1495
1369

1282
1248
1305
1373
1354
1310

1464
1466nil
969
890
763

14-3
13-4
12-3
11-6
10-6
9*7

9 0
8- 7 
9T
9- 6 
9-5 
9*1

819
794

10-2
10*2
7-8
6-8
6 2
5-3

5*7
5-5

] 16-65 years. Ex. Agriculture and any disqualified lor benefit by trade dispute.
§ Upper line, old basis. Lower line, new  basis. 

■ k  N O R M A L  S E A S O N A L  C H A N G E  R E M O V E D .

N.B.—Changes in method of enumeration in Sept., 1987 and July, 1988.
!l July, old basis.

t  Including certain domestic workers after June, 1938

T R A N S P O R T  :
S HIP PIN G —ENT ERED

AND CLBARtID.......
S H IP P IN G  F R E IG H T S —

U N E M P L O Y M E N T -
IN S U R E D  PER SO N S—

TonnaRe of British and Foreltm vessels enierlm: and I c s v I d r  British ports with cargoes during month.—BOARD 
OF TRADE MONTHLY ACCOUNTS OF TRADE & NAVIGATION. .  ̂ ^
Chamber of Shipping Index number as publldied by "T h e  Statist.”  For description see Journal of RSS. Part I. 
1938.—PREPARED BY DR. ISSERUS.

Number of books lodged at Labour Exchange on or about 25tb of month to September. 1937. thereafter one 
week earlier.—MINISTRY OF LABOUR GAZETTE.
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l9Sfi 
JA>'-
fbb.
lUB-

jU t
JOKB
jUl-T 
AUQ- 
SBP. 
OCT. 
NOV.
deg. 
u r
JAN.
fbb.
MAR. 
APB. 
MAT 
JDNB
JOLT
AD6. 
SEPT. 
OCT. 
NOV. 
DEC. 
1939 

JAN. 
FEB. 
MAR. 
APR. 
MAT 
JUNE

74'S2
75-00
75-47
7614
75- 96
76- f l  
76-74 

105-09 
105-17 
105-14

1C6-14
IC6-1]
106-J
109- 3 
UO-5
110-  8
130-3
m
1403
1479
147-1
147-1

149-a
152-8:
15962
16)90
175-14
17B-17

JULY
AUG.
SEFT
OCT.
NOT.
DEC.
19S9

JAN.
PEB.
MAR.
APR.
MAY
JUNE
JDIY
ADG.
SEPT.
OCT.
NOV.
ORC.
m

J.AN-.
PEB.
Mar.
APR
May
JUNE
JCIT

SEPT. 
OCT. 
Nov
dec:
iHl

178-15
i78-55
178-42
178-71
17868
177-43

17749
17668
178-86
176-73
17574
175- 73
176 72
176- 31

176 5C 
1755; 
176-51

176-6
176̂
176-6
176-6
176̂
m-e



 ̂ •

4

/
•JC.

f

Parii
f. toX

1986 
JAN. 
VPA\. 
MAK.
A I’ll. 
MAY 
JUNK
JULY 
AUO. 
8BI*. 
OCT. 
NOV. 
!)KC.
1987 

JAN.  
FKU. 
MAU. 
A l’ll. 
MAY 
JUNK
JULY  
AUO. 
8BPT.  
OCT. 
NOV. 
DEC.
1988 

JAN. 
FEB. 
MAK. 
AFK.
M A Y 
JUNE
JULY  
AUO. 
SEPT  
0(M’. 
NOV. 
DEC.
1989 

JAN. 
FEB. 
MAK. 
APK. 
MAY 
JUNE
JULY 
AUU. 
SEPT.
o c r .
NOV. 
DEC.
1940 

JAN.  
FEB. 
MAK. 
APK. 
MAY 
JUNE
JULY 
AUG. 
8Ei»'r. 
(K’T. 
NOV. 
DEC.
1941 

Week cn
Jan. 4 

11 
M 18 
.. 26 

F»*l>. 1

74-86 
74*84 
74*92 
75*00 
76*47 
78 14
75*88
76*53
76*74

105*09
106*17
105*14

10514 
105*11 
106*31 
109*31 
11032 
110 82
130 54 
132 85 
14037 
147 97 
147 19 
147*16

149-89 
16287 
159*63 
160 90 
175*14 
178*17
178*15 
178 65 
178 42 
178 71 
178 68 
17748

177 49 
176 98 
176 86 
176-73 
17674 
17673
17672
17637

FOREIGN EXCHANGES.
AVKltAOK OF DAILY HAU h.

>1
Druii- 
hcIr 

b. to £
Milan 
I. to £

Aiiiktcr-
•lam

n. t«> £
/.uricb 
r. to X

Htork- 
buliii 

kr. to £

('0|K>1)' 
batfi'ii 

kr.to £
New York 

•  Ui X

klun> 
tiraJ 
I lu X

Muvito* 
AUr*| 
|i. Ui i 4. i>rr m tl.p . t>vi luy.

8 kk Kaui.iihi B uum iN a Fun 1019 lo  1036 lU tf* . alao fi»r llfrlln , P ia^uram l Wat»aw

176 501 
178*60i

176*611 
176*621 
176621 
17662

,29*29 
 ̂29-34 
29-28 
29 22 
29*35 
29*70

I 29-72 
! 29*81 
! 29 84 

29*10 ; 
28 91 
29*05 ;

29*11 
29-02 
26 99 
29 15 
29*28 
29*26
29 50 
29 59 
2942 
29*39 
29 37 

;29 41
I
i 29-53 
29*56 
29*63 
29-54 
29 60 

j 29-23I  29-14 
i 28-92 
2845 
28-20 

I 27 84 
127*72

27*63 
27 79 
27*86 
27*80 
27 61 
27*53
27*55 
27*14 
23*59 I 
23 98 
24*26 
24*22

23*861 i 
23*821 
23*70: i 
23 781 i62t 23 781 

176 621 23-9210 
176-621J

'ling

61*71 
62*15 
62-35 
62-66 
63*03 
63 84
6565
63 84 
64*28 
92 96
92 86 
93*19

93 23 
92 09
92 81
93 40
93 85 
93*80
94 34 
94 67 
94 14 
94 18 
94 91
94 99

65-00
95 37 
94*75 
94 63 
94 42 
94 22
93 71 
92 75 
91 27 
90 64 
8951
88 75

8073
89 05 
89*06 
89 00 
8901 
89*04
89-03
89*76
77 48
78 89
77- 34 
77*33

78- 11 
7811 
74*18 
69-30
64 31
65 32o

728 
728  
7*27 
7*28 
735  
7*42
7*38 
7*40 

, 7 58 
9 13 
906  
8 99

8-96 
8 95 
8 63 
8*08
8 90 
898

: 9*01
9 05
8 98 

! 8 06
9 01 
8*99

, 8 07 
■ 8 97 
' 8 97

6 96 
: 8 97 
, 8 96
' 8 95 

8 94 
690  

; 8 77 
8*67 
8 59

; 8 61 
874 
8 82 

' 8 81 
> 8 73
I 8 81
: 8-79 
i 8 62 
’ 7 571 
i 7*67*
1 7*65;
I 7*65;i

7-54* 
7*561 

. 7-551 
I 7-561 
: 7 561c

15 19
15- 14 
15*14 
15 17 I

1548
16- 35 
16*42 
1601 
21*31 
21*27 
21 35

21*39

21 61

21*62
21*60

21 67 . 
21 75 
21*66
21 54 
21 32

20 99 
20 79 
20 65

20 67 
20 66 
20*71 
20 68 
20 82 , 
20 77
20-76 
20*42 
1782J 
17*88} 
17*871' 
i7B 7i:

17-89: 
17 901
17 90: 
1790* 
17 90i 
17 86:
17 77:
17*70;;
17*70
17*41 ;
17*35::
17*35:

17-35: 
17 351 
17*35t; 
17 35i 
17*36 ,

1040 
10 40 
19 40 
19 40 
19 40 
10 40
1040 
10-40 
19 40 
1040 
19 40 
19 40

10-40 
1040 
19 40 
19 40 
10 40 
19 40
1940 
19-40 
19 40 
19 40 
19 40 
1040

19 40
19 40 
10 40 
19 40 
19*40 
19*40
1940 
19 40 
1940 
1040 
19 40 
10 40

10 40 
19*40 
19 40 
19 40 
19 40 
19 40
1940

16 77: 
10 81} 
16 80} 
10 85:

1690} 
16-90} 
16 90i 
1090} 
1690! 
*0
16 90}
16*90}
16*90}
16*90
10 90}
1690}

22*40 
V2 40 
22*10 
22*40 
22 40 
22*40

Ltimluii
4 960 
4 996 
4 971 
4 944
4 O'!! 
6 020

N. Yo tk

2240 5023

22*40 
22 40 
2240 
22 40

22*40

22 40 
22*40 
22 40 
22-40
22*40
22*40
22*40
22-40
22*40
22-40

22*40 
22*40 
22 40 
22*40 
22*40 
22*40
22*40
22*40
22-40
22-40
22*40
22*40

22 40 
22-40 
22*40 
22*40 
22*40 
22*40
22 40 
22 36 
22 23 
20 66 
20*57 
20 29

20 52

1949 
18 461

5 041 
4 900A
4 907

4 906 
4 894 
4 BB5 
4 916 
4 939 
4 935
4 966 
4-983 
4 961 
4 056
4 994 
4*99-1

5000
5 018 
4 065 
4 070 
4 065 
4 000
4 931 
4 881
4 805 
4 709 
4 710 
4 671

4 669
4 687 
4 686 
4 681 
4 682 
4 683
4 682 
4 609 
4 049} 
4 030} 
4 030 
4 030}

4 030} 
4 050!

4 030} 
4 030}

4 023 
4 041 
4 012 
3 928
3 933

3906 
3904 
3 757 
3 527 
3*275 
3 621
3H06
3 99^
4 036 
4 035 
4 039 
4 036

4 903 
4 993
4 \rn
4 9h7
4 979 
6 032
6027
5 026
6 039 
4 898 
4 880 
4 9U3

4 909 
4 896 
4 882 
4 909 
4 931 
4 937
4 972 
4 90S 
4 954 
4 954 
4 990
4 996

5 001
6 016
4 997
5 006 
6007 
5012
4 059 
4 «T7 
4 831 
4 612 
4 742 
4 706

4 705 
4 708 
4 ^0^
4 TiA 
4 008 
4 092
4 090 
4820 
4 419:
4 460} 
4 450} 
4 450!

4 450: 
4 4J0} 
4 460} 
4 450

1607 
la 04
17 98
laoo

18 42 
18 02 
17 76 
17 56 
17 54 
16 42

16 16 
16 24 
1623 
16 17 
16 24 
16 90
16 43 
16 49
16 50
16 50 
16 80
17 01

17 04
18 83
19 39 
19 46 
1900 
1902
18 94 
16 87
19 00
16 99 
90 09 
80 56

80 35
20 35 
2D 30 
80 21 
90 :2 
80 22
90 21 
10 92
17 09

18 152 
IB L'5 
18 125 
la  196 
IB 126 
16 1'.**=
la  125 
16 125 
16 135 
la  126 
16 126 
16 144

16 151 
18 142 
16 125 
16 125 
16 125 
16 125
16 125 
18 175 
16 125 
16 125 
U  125
16 n u

m2 63;i 
2 82:t 
2 8 l j t

17 00 
17*28

I
i
I

4 4S01
4 450i
4 450} 
4 450} 
4 450} 
4 450
4 450} 
4 450i

1771} 
17 35 
17 10} 
17 17 
17 I t :  
17 lo:

1

16 00 
10*90 
1690, 
16-00} 
1690

t
t

4 037 
4 057 
4 035 
4 034 
4 035

4 450i 
4 4.50: 
4 450: 
4 450

17 04 
1791, 
1701* 
I 7 0 l i  
17 01} 
17 01}

17 01} 
17 OU

2 83!1
2 n : «
2 93}1
2 96:i 
3 t» : i
3 06}f

3 0fl!i 
S a s j i
264:« 
2 774
2 7H
2«24 
8 614
3 V61 
3 754

5 161

3 I**! 
5  l i t  
3 304 
3 551 
3 611 
3 564
3 3l»l

16 1^  
18 051 
17 910 
1/795
17 404 
17 897 
17908 
17 033 
17 9.91 
17 9:3

17857

17‘A
17^57 
17 910 
17911
171K1S 
17 937
17 950 
n  99.3 
16 000
18 000

16*000 
19 000 
IBOOO 
16 (WC» 
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16 coo
16 ooo 
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16000 
16 000 
IP 000

17 011
17 03} 
171)4

18 000 
16 000 
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18000 
18 000

ktilig 1
6. tHt I tHit

15 66 
15 74 
15 93 
15 M 
15 71 
15 44

14 04 
14 06
n  96 
14 03 
14 (4
14 07
14 OS 
14 05 
14ti4 
14 OS 
14 OS 
1S96

14 95 
14 94 
14 94 
14 94 
14 91 
14 76
14 « l
14 91
1500
15 00 
15 00 
1500

15 00 
1500 
14 98 
14 64 
14 91 
14 94
14 99
1500
15 00 
14 97
14 94
15 00

1500 
14 93

14 00
14 CIO
15
14 (K< 
14 (IQ 
14 00
14 cm 
14 CG 
14 JO 
14 OO 
14 OO 
14 00

14 78
14
1500
15 0(1 
15 (»0 
15 00

14 94
14 "7 
14 i l
14 Ĵ 7
14 97
15 00
1500 
15 00 
151V 
15 00 
1500 
15D0

14 OC 
14 (iCi 
I*
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14 .35 
14 .38

15 06 
1« 41 
14 7h 
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14 »  
14 a

IS fin
15 00 
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I S 00 
15D0

: Omclal Kale. • Nominal. t HelUrt | to X. o a'e.
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1 •* :•

. ^f
1

1 .-■*.
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RECENT MOVEMENTS UNITED STATES.
communicated by Miss DOROTHY WESCOTT

Economic

January 6thy 1941.
GENERAL SURVEY.—General business 

activity in the United States increased consider
ably during the second half of 1940, influenced at 
least in part by the European war and the national 
defence programme. Expanding industrial 
activity was accompanied by marked increases 
in employment and in income payments. For 
industrial production, the low point of the year 
fell in April; the subsequent rise was rapid and 
widespread until in November the general level 
o f output, as measured by the seasonally correc
ted index of the Board of Governors of the 
Federal Reserve System, was 32%  above the 
i 935“39 average. Manufacturers’ inventories 
rose substantially, in both the durable and non
durable goods industries, with the largest increases 
being reported for transportation industries, 
excluding automobiles, electrical machinery, and 
textiles. Undoubtedly the rising level o f pro
duction, particularly in defence industries, was an 
important factor in the inventory increase. In 
many industries, shipments failed to keep pace 
with new orders, and unfilled orders accumu
lated in large volume.

While commodity prices advanced after the 
summer months, the increase did not reach sub
stantial proportions. The wholesale price index 
of the Bureau of Labor Statistics rose gradually 
from its low point of the year, at mid-August, 
until in December it had regained the level of 
the early weeks of 1940. Indices of retail prices 
and of the cost o f living were a little higher to
wards the year-end than a year earlier. Stock 
prices throughout the second half-year fluctuated 
around a level about half-way between the low 
point reached in early June and the levels pre
vailing during the opening months of the year, 
while bond prices rose sharply. Corporate bond 
prices were the highest since 1937, and prices 
of government bonds reached new high levels. 
Short-term money rates remained at previous 
low levels.

BUSINESS VOLUMES.—The Federal
Reserve Board adjusted index of manufacturing 
output rose 23%  between April, the low month 
of 1940, and November, the latest month for 
which reports are available. From a level 
o f n o  (%  of 1935-39) in April, the index

advanced to 122 in June, held steady through 
July and August, rose to 127 in September, 13 1 
in October, and 135 in November. The most 
pronounced changes occurred among the dur
able-goods industries. Between April and 
November, indices for the several industries in 
this group showed percentage increases as 
follows: iron and steel, 68; machinery, 2 3 ; 
aircraft, 85 ; automobiles, 30 ; locomotives, 54 ; 
shipbuilding, 44; non-ferrous metals and pro
ducts, 35 ; lumber and products, 15 ; stone, clay, 
and glass products, lo. Among the non-durable 
goods industries, the index for textiles advanced 
33 per cent; leather and produas, 21 per cent; 
while advances for other industries in this group 
varied between i per cent, (for petroleum and 
coal) and 9 per cent, (for rubber produas). 
Although industrial production as a whole 
showed a contra-seasonal advance in November, 
the rate of increase in the actual volume of out
put is reported to have slowed down as limits of 
operating capacity were reached in some durable 
goods industries. A recent report by the
Department of Commerce shows that the largest 
part o f defence contraas awarded up to Novem
ber I  was for the direct production of durable 
goods.

Substantial increases in factory employment 
and payrolls have accompanied the rising indus
trial activity. While employment is greater 
than a year ago in most manufacturing industries, 
the rise has been most pronounced amongst the 
heavy industries. The payrolls index has
advanced more sharply than employment, 
reflecting in part higher wage rates and increased 
hours of work in those industries where a 
shortage of skilled labour exists. In November, 
the employment index was the highest since 
mid-1937, and the payrolls index was above any 
other month in ten years. Income payments 
for the first eleven months of 1940 were 6% 
greater than in the corresponding period of 
1939 ; and the seasonally adjusted index in 
November, at 93.4 (%  of 1929), was the highest 
since 1930.

Electric power output, a measure responsive 
to general business activity, has risen steadily 
from the levels to which it had fallen in the 
opening months of the year. The November 
adjusted index was 8% above the first-quarter
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average, and the highest for any month in many

Freight car loadings in November, with 
allowance made for seasonal influences, were the 
largest since mid-1937. Among the various 
classes of freight, the most pronounced increases 
have occurred in loadings o f ore and o f miscell
aneous freight, which includes chiefly industrial 
materials.

The value of contracts awarded for all types 
of construction in the first eleven months of 
1940 was 1 1 %  greater than in the corresponding 
period of 1939. As the year closed, contracts 
for defence construction were forming an in
creasingly larger proportion of total awards. 
Most of the 1940 increase came in the second 
half o f the year, and may be traced largely to a 
substantial rise in non-rcsidential contracts, 
particularly those for manufacturing buildings. 
For the first half-year, non-residential contracts 
were about 10%  lower than a year earlier; 
while in the next five months, contracts for this 
class o f construction were 65%  above those in 
the corresponding five months of 1939. Thus, 
for the entire period such contracts exceeded 
those of the preceding year by more than 22% , 
Contracts for manufacturing buildings alone 
amounted to nearly one-third of the non-resideniial 
contracts awarded for the entire 1 1  months. 
Except in the first quarter, residential building 
each month exceeded that of the corresponding 
month a year earlier, and the January-November 
total was more than 15%  greater than in 1939. 
Contracts for both public works and public 
utilities declined. Private ownership accounted 
for some 56% of the total awards for ail classes 
of buildings in 1940, and more than half (59%)
of this private investment was for residential 
building,

COMMODITY PRICES.—The downward 
movement of wholesale commodity prices which 
characterised the first half o f 1940 came to an 
end in August. During the latter pan of that 
month, prices began to rise, and they continued 
to rise, although irregularly, through the rest of 
the year. In late December, the “ all com
modities ”  index of the Bureau of Labor 
Statistics was 79.7 (%  of 1926) compared with 
76.9 for the second week of August. Thus, as 
1940 closed, prices in general were again at the 
level to which they had risen in the sharp 
advance immediately following the declaration 
of war in Europe in 1939. Comparison of the 
indices for various commodity groups reveals 
that only two group in d ices^  i) metals and 
metal products, and (2) building materials— 
exceeded the high points attained in the price 
rise of the final months of 1939. While basic

commodity prices, measured by the Bureau of 
Labor daily price index, have risen slwrply since 
last August, these prices—both import and 
domestic commodities— remain well below the 
levels o f a year ago.

M O N E Y  A N D  CREDIT.—Ciold imisorts in 
1940, as in 1939, were the major source of 
increased bank credit, the net import for the 
year amounting to between 84,500 and 5,000 Mn. 
Although offsetting factors, such as large in
creases in currency circulation and non-memlxrr 
bunk deposits were evident, the huge addition to 
the gold stock resulted in a rise o f more titan 
$2,500 Mn. in member bank reserv'e balances. 
At the close o f 1940, these reserve balances 
amounted to 814,000 Mn. o f wluch $6,600 Mn. 
were excess reserx'es.

Government security holdings have con
tinued to represent the major proportion o f 
earning assets o f the twelve central reserse 
banks. During the first three quarters o f the 
year, only minor fluctuations oevurred in these 
security holdings, but in the last three months, 
when prices of government bonds rose sharply, 
the banks’ holdings o f securities were reducAi 
by about 82,500 Mn.

Reporting member banks increased their 
security holdings by 8773 Atwl
quarter o f the year, following an increase of 
8975 Mn. in the first nine months. Hanks' 
investments at the year-end were at new high 
levels, w'iih more than 77%  o f the total invest
ments in Ciovernment securities. Member-bank 
loans to business showed a pronounced upturn 
in October, following a generally sidewise mo\x- 
ment during the preceding months o f the year 
at the levels attained in the final quaner o f 1939. 
Increases occurred week-by-week from early 
October through December, so that as the year 
ended such loans were at the highest Ie\xl m 
several years. As a result o f the advances in 
both loans and invcMmenis, total earning assets 
o f the reporting member banks amounted to 
more than 825,000 Mn. at the close of 1940— 
63"^ investments and 37%  loans. Adjusted 
demand deposits exceeded 822,000 Mn.

SP E C U L A T IO N  A N D  F IN A N C E .—Stock 
prices in the second half o f 1940 advanced from 
the levels to which they had dropped during the 
brief period of sharp decline in May, For all 
classes of stocks, however, the improv^emcnt W"as 
only moderate, and the volume of shares traded 
on the New York Stock Exchange was small. 
The Dow-Jones index of Industnal stocks 
reveals a slow' but definite upward tcndcncx' 
between June 5, the low point o f the year, and
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KEB..........
m a r c h ...
APRIL.....
M A Y  ........
JU N E ......

JULY .... 
AUGUST..
SEP'J'.....
OCT........
N O V.......
D E C ........

1938
JA N ........
PEB.....
MARCH, 
APRIL .. 
MAY ... 
JUNE ....

JULY ... 
AUG. ... 
SEPT...,
OCT.......
NOV......
DEC. .., 

1939
JAN. ...
FEB......
MARCH 
APRIL.. 
MAY .. 
JUNE ..
JULY

SEPT .
O C T......
N O V......
D E C .....

1940
JA N . ... 
F E B . .. 
MARCH 
A P R IL  
MAY .. 
JU N E  ..
JULY

S E P 'r .
OCT.
NOV.
DEO.

1941 
JAN.
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%of 10 Mn, 
Dec.’24 ? % % 10 Mn. $ Mn. 5 10  Mn. 8 ! Mn. $

— 286 ■'3-90 3-74“ 2196 ■ 1901 ‘ ■ 374 544 1720 494 +  21-5

1490 386 5-85 7-69 5021 2768 950 449 2260 569 1117 +  14-6

45'8
«»
184 1-62 1-11

•»*
1349

««
1221 282 2133 1753 838 1101 — 14-5

525 207 100 0-91 1383 1383 36 2457 1869 1033
1272

-f 94‘6
57-8 234 0-76 0-57 1533 1594 7-6 2435 1999 1196 +144-9
79-8 265 0-75 1-16 1741 1831 6 2434 2204 1358 1460 93 3
770 291 0-94 1-35 1649 1959 14 2507 2220 460 1266 1510 +  132-1
596 258 0-92 1-38 1406 1706 9 2565 2103 374 1252 1503 +164-4
61.4 274 0-69 1.38 1428 1819 5 2584 2214 399 1384 1733 +297-8

904 283 0-75 1-25 1910 2038 2 2433 2273 1374 1552 +121-3
908 287 0-75 1-25 1691 W62 3 2433 2260 1362 15 5 7 +120-3
90-2 293 0-82 1-25 2040 2162 7 2433 2261 1332 1543 +  154 '3
83-4 296 1-00 1-35 1708 2005 10 2494 2228 1288 1528 +215*8
82-4 301 100 1-38 1511 1929 16 2531 2220 i?

430
1268 1542 +155'4

78-4 301 1-00 1-38 1643 2002 14 2531 2233
1

1263 1530 ; +262-0

84-6 302 1-00 1-38 1675 2015 14 2530 2222 440 1248 1498 : +175-4
80-3 302 1-00 1-38 1348 1840 17 2529 2233 456 1240 1492 ! +104-8
69-4 293 100 1-38 1472 1864 24 2529 2219 473 1216 1484 +  145'5
62-8 286 1-00 1-38 1615 1992 22 2529 2189 483 1200 1476 +  90‘5
57-3 268 1-00 1-38 1343 1816 20 2549 2156 474 1200 1464 : +  221
54-6 283 100 1-38 1828 2083 16 2567 2148 463 1203 1457 +  180

64-6 260 100 1-38 1448 1760 11 2565 2128 446 1215 1444 -f 2-1
57-3
44-2

250
252

1-00
1*00

1-38
1-38

1091
1475

1462
1736

10
10

2565
2565

2121
2107

439
433

1228
1219

1451
1456

+  8 0  
+  52-9

49-8 254 1-00 1-38 1457 1660 10 2565 2082 423 1222 1444 +  711
481 254 100 1-38 1283 1601 8 2565 2073 408 1230 1458 +  528
58-3 254 1-00 1-38 1564 1716 9 2565 2070 595 1231 1493 +  55-3

62-2 260 100 1-38 1383 1668 8 2565 2053 388 1232 1502 +  63-8
60-6 262 I'OO 1-38 1225 1602 7 2565 2068 389 1246 1512 +1660
60-6 257 ■94 1-38 1308 1644 8 2565 2108 389 1281 1538 +520-9
65-4 257 •69 1-38 1514 1810 7 2565 2132 390 1304 1569 +5624
64-1 257 •69 1-38 1242 1704 7 2565 2135 388 1303 1582 +177-8

■ 66-2 280 •69 1-38 1888 2109 7 2565 2159 386 1312 1609 +  2405

• 62-6 262 •69 138 1455 1786 4 2565 2147 380 1313 1605 + 156-3
■ 64-4 257 •69 1-38 1238 1520 5 2565 2155 b 376 1333 1604 +<23-3
■ 57-0 260 •69 1-38 1627 1821 3 2565 2170 379 1346 1603 +365-4
■ 56-6 265 •69 1-38 1331 1683 3 2665 2173 385 1560 1616 +605*8
• 60-2 271 •69 1-38 1417 1776 4 2565 2169 384 1360 1680 +429-4
■ 57-0 271 •69 1-38 1531 1868 4 2562 2189 383 1379 1718 +  240-4

• 62-2 280 •69 1-38 1279 1768 5 2523 2205 389 1390 1737 +278-6
' 57-9 275 •69 138 1312 1750 5 2435 2233 393 1415 1772 +259 9U 1 V
• 65-9 284 •69 1-38 1514 1853 6 2763 2238 417 1406 1821 +326 1
■ 658 278 •69 1-38 1368 1903 6 2759 2267 428 1415 1851 +  69-7
• 63-2 281 •69 1-38 1304 1864 7 2640 2297 435 1439 1874 +  168-0
■ 64-4 309 •69 1-38 1763 2239 8 2502 2335 440 1455 1886 +451-2

• 63*0 281 -69 1-38 1474 1998 7 2478 2316 433 1457 1895 +236-4
• 63 6 283 ■69 1-38 1214 1734 7 2477 2322 432 1470 1921 +201-4
• 64*3 291 •69 1-38 1520 1954 2 2476 2338 437 1478 1934 +459*8
• 64-3 292 •69 1^38 1552 1925 2 2467 2349 441 1484 1952 +249-8
. .‘̂ 0 2 305 •69 1-38 1454 1966 3 2472 2356 440 1496 1997 +435-1
• 53-1 299 •69 1-38 1311 1885 2 2475 2359 438 1514 2052 +  11630

• 54-6 300 •69 1-38 1361 1923 3 2450 2379 445 1529 2085 +520-3
. 55-6 295 •69 1-38 1160 1831 3 2445 2414 446 1564 2088 +  351 6
• 56-7 296 •69 1-38 1259 2122 5 2434 2423 455 1558 2101 +334 1
■ 68-4 291 •69 1-38 1495 2474 5 2378 2443 471 1558 2144 +326-0
. 57-0

11

311 •58 1-38 1495 2414 4 2254 2486 488 1578 2189 +330 1
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84-5
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84-5
84-5

127
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81
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68-5
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119
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INTERNAL ACTIVITY, I'RADE, EMPLOYMENT.
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November 9; between these two dates an 
advance o f 22% occurred. About one-fourth of 
this increase  ̂ however, was lost in the decline 
that took place during the remainder of Novem
ber (the most severe decline o f any month since 
May), and December failed to bring definite 
improvement over the November low levels 
although the index at the close of December 
was no lower than a month earlier. Prices of 
railroad and utility stocks showed movements 
generally similar to those of industrial stocks: 
a gradual upward movement from early June 
through the first week or two of November, and 
thereafter some decline, although not to previous 
low levels o f the year. For the half-year as a 
whole, quotations averaged well below those of 
the second half o f 1939. At the end o f December 
the industrial index was 13% below the figure 
for a year earlier; railroads were 12%  and 
utilities 22% lower respectively.

Bond prices, which had shared in the security 
price decline o f May, advanced with very little 
interruption throughout the second half o f the 
year. By the year-end prices o f medium grade 
corporate bonds were the highest since 1937 and 
first-grade corporate bonds were at new high levels.

Security flotations for the eleven months 
ending November, 1940 (tabulations for the 
complete year are not yet available) were 1,400 
Mn. or 25% smaller than in xht corresponing 
period o f 1939; but they were higher than in 
either 1937 or 1938. All the decline from 1939 
was in flotations of government agencies and of 
foreign governments ; corporate issues, both for 
raising new capital and for refunding purposes, 
were substantially greater than a year ago. The 
increase in new corporate issues reflected larger 
offerings by railroads and public utilities; 
flotations of manufacturing and mining com
panies, as a group, declined. On a monthly 
basis new corporate issues averaged about S55 
Mn. in 1940 compared with about S30 Mn. in 
1939; among the various groups, railroads 
averaged approximately S ii  Mn., public utili
ties 822 Mn., and manufacturing and mining 
Sio Mn. in 1940, against 87, 5, and 15 Mn., 
respectively in 1939. Yet while new corporate 
issues were greater in 1940 than in 1939, they 
amounted to only 16% of total flotations. 
Refunding corporate issues were 40% of the 
total; new public issues, 26% ; and refunding 
public issues, 18% .
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•Weighted index of yield to maturity or call date (whieliever 
gjvea lowest) of 6 Uxable foderni issues maturing in not less 
than 7 years.

-Prom32bankiiigcentres, comprising about8 5 of total debits 
Excludes debits to nocoimU of rentrnl bank sTnro its founding 
in April, 1935. Largely inlluencpd by Onancia) trnnaariions.

4. —Refers to operations ih Cuimda only. Includes loans to pro.
vinciftl find municipiil ffovrrnmontA.

5. —Includes governmentiil de|wsils. Excludes all ib poslis with
provincial, postal and t^uebeo savings Imuks. and witli 
trust companies.

8-8.—Col. 6 comprises 70 iloins ; col. 7, 322 items ; col. 8. 567 
items.

Comprises sepynte groups for food, fuel, rent, clotbing,
sundries (including services). Includes home fiiniisbing 
from 1939. See text.

9.

M 11. Excludes all exports of both monetarv and noiwimnctarv
a}.^?I  includes gob! in small quantities only,

It
aadu«t, quarts, etc., in earlier ntmual averoiret 

12.—Comprises •‘ animal products ’ and “ vegoUble products II

groups ineliMUs iw rtls and fully rnsnofaHur'iHf ptr^dtu u  m 
some rs»es made (ivm  r»« rriatrifsl*. e g ,
pnelurts

(*ol. 13.~ Ad justed (<«r ars^onal vsiiatlon litrlodt s 41 « f igbir d *f ne*
largely tepresm ting foreign trade in raw m ateriaU 1 1 nd* 
to overstate amplitude of e tr lira l fluctuatb-ns. p«T.Hai.h mith 
an up«sr*t bias

,. 14. '  IlA«rd nil value of contracts awarded, •Ie6stc-d snnuslly  (of 
rbaiigrs in union rab sof wages, and monthly L n rbang^ s w

41

« •

prices of building materials
15,— Revenue freight o n ly , i v l u d f s  > i* i-eevifu) fixtn U N

16

II
II

connect tons
Index of value, c im m isirg  15 irouiw  adjusled (m  num W r «•( 
buainess days and for seasonal variation. I'e frfs  to dr |>ar1 
m m t, “  variety.” and chain s»ores«.iify. rw| resenting ci.iet}' 
ur»*an sales Base->Av I930t 100', Monthh cv m-
inrnt^d Jammrjr, 1W9. Ammal Utm  1925

•In rlu d rt wnrlirrn on r r llr f  nrnjorfu.
19.—Kstablishm cnt* with over l.S employees only lrrelud> • i»sil • 

time workers <*n same bssis as (ull-tim e Kscludea larm  
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THE DEVELOPMENT OF AGRICULTURAL PRODUCTION
IN THE U.S.S.R.**

By Alexander Baykov.

I'̂ th January^ 1941.

IN the past year the Soviet Government has 
introduced a whole series of decrees with the 
aim of regulating the production and market

ing of agricultural products. These decrees, the 
effect o f which can already be noticed, will 
have a very important influence on the develop
ment of agricultural production in the U .S.S.R.

The processes of development of agricultural 
production since the introduction of general 
collectivisation of peasant holdings are as follows;

(i). In spite of all the measures of the 
Soviet Government which aimed at increasing 
agricultural production and in spite of an im
portant increase in the supply of agricultural 
machinery, up to 1933 the production of grain 
and the quantity of livestock did not increase, 
but on the contrary declined.

(2). From 1933 a slow rise began to take 
place in the production of grain and from 1934 
in the quantity of livestock. (See figures in 
Appendix i.) This rise in production after 1933 
developed in a two-fold course :

(a). The production of grain and industrial 
crops was concentrated in Kolkhoz and Sovkhoz 
(state farms) and relatively only a very small 
quantity of grain was produced in private-owned 
so-called “  farmsteads ”  * and in the remaining 
not collectivised individual peasant holdings.

{b). The production of livestock, dairy pro
duce, vegetables, fruit, etc., increased mostly in 
private “  farmsteads ”  and in the remaining 
individual peasant holdings. +

This change in the development of agricultural 
production since 1933 and the two-fold course 
of this development were due chiefly to the 
following causes:

Legal free markets for agricultural products 
did not exist in the U .S.S.R. from the begin-

* Farmstead,”  i.e., a small quantity of land which has 
been left in the private ownership of the Kolkhoz farmer 
for the purpose of supplying the needs of his family. The 
permitted quantity of land in the “  farmsteads ”  varies from 
i  to I hectare.

t In 1938 of the total sown area of 35.3 million hectares, 
16 were sown by the Kolkhoz, 12.2 million by the Sovkhoz, 
6 million by the ‘ ‘ farmsteads”  and only i . i  million by 
non-collectivised peasants individual farmers). At the 
same time, however, the Kolkhoz and Sovkhoz contained 
only 36.3®/© of cattle, 35.4% of pigs and 44.7% of sheep 
and goats.

** This paper is an extract from MS. prepared by the 
author for the National Institute for Economic and Social 
Research.

ning of general collectivisation (from 1929) up 
to 1933 and nearly all marketable agricultural 
products were delivered for purchase by the 
State at a low price fixed by the State. 
The methods of calculating the amounts of 
these deliveries varied from year to year so 
that for the Kolkhoz there was no stabihty 
regarding obligatory dehveries of agricultural 
products to the State.

In 1933 (i) there was introduced stability 
of calculation of deliveries of grain to the State, 
a certain percentage from each hectare of the 
planned sown area; (2) the so-called “  Kolkhoz 
trade”  in agricultural products was legalised.^ 
This legal sanction for Kolkhoz trade was 
very important for the course of the development 
of agricultural production, as the difference 
between the State fixed price for the obligatory 
deliveries and the market price for the same 
products was enormous § ; (3) the Kolkhoznik 
was permitted to rear a certain quantity of 
privately-owned livestock.

As a result of these changes the Kolkhoznik 
was more interested than before in the increase of 
agricultural production. In his “ farmstead”  
he was able to rear livestock, to produce dairy 
produce, vegetables, etc., and when he had ful
filled the obligatory deliveries to the State, he 
was able to sell the remaining net production at 
a high price on the Kolkhoz market. It was 
also possible for the Kolkhoznik to convert in 
his “ farmstead”  the grain, hay and other pro
ducts received as payment for his work in the 
Kolkhoz, into meat, dairy produce, etc., and 
either to increase his own consumption or to 
sell these products on the Kolkhoz market. 
Many of the Kolkhoznik succeeded in circum
venting the Kolkhoz Statute which limited the 
size of their “  farmsteads ”  and used the land

I Kolkhoz and Kolkhoz farmers (Kolkhoznik) were 
allowed to sell at market price, freely on the locd markets, 
the agricultural products which remained at their disposal 
after they had fulfilled the obligatory deliveries to the State.

§ For example, the State delivery price for rye in 1933 
was 6 roubles 33 kopeks per 100 K g .; for wheat 8 roubles 
52 kopeks and for oats 8 roubles 42 kopeks. At the 
same time the price on the Kolkhoz market varied 
in 1933 in the different months for rye flour from 5 roubles 
8 kopeks to 8 roubles 10 kopeks per Kilogramme^ for wheat 
flour from 7 roubles 5 kopeks to 10 roubles per K g .; for 
oats from 302 roubles 50 kopeks to 415 roubles 20 kopeks 
per 100 Kg. From this example it is seen that the price on 
the Kolkhoz market was in some months and places more 
than 100 times as high as the State delivery price.
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belonging to the Kolkhoz together with the 
advantages of membership of the Kolkhoz 
for the purpose of developing production in their 
“ farmstead.”  Many of the Kolkhoz fam ers 
also devoted more labour to their own “  farm
steads ”  than to the Kolkhoz.

The reason why many Kolkhoznik preferred
to work in their own “ farmstead”  rather than in 
the Kolkhoz may be found in the manner in 
which the harvest is distributed in the Kolkhoz. 
In 1938, for example, the distribution of the gross 
harvest o f grain was as follows: obligatory deliv
eries to the State took up 15%  of the gross 
harvest, payment in kind for work done by the 
Machine Tractor Station absorbed 16%  of 
the gross harvest; restitution to the Slate 
Sowing Fund from the previous year—2%  (thus, 
33%  of the gross harvest was dclivert'd to the 
State); 18.6%  was allotted to a sowing fund; 
13 .1%  was reserved for a forage fund; 10.8%  
was allotted to the fund for assistance of invalids 
and kindergartens; 5. i %  was sold at free prices to 
co-operatives and on the “ Kolkhoz market” , 
other expenses absorbed 2.5%  and only 26,9%  
of the gross harvest zvas allotted for the distribution 
among the Kolkhoznik as payment in kind for their 
zvorking days. In 1938 only 38,981 Kolkhoz, i.c. 
16.3%  of them, distributed more than 3 Kg. of 
grain for one working day. The monetary income 
of the Kolkhoz was distributed in 1938 as follows: 
9%  was absorbed by tax and duty; 0.5%  reckoned 
as payment for sowing advanced from the State; 
14.0%  reckoned in the Kolkhoz capital fund; 
19.6% production expenses; 1.5%  administrative 
expenses; 3%  reckoned for the cultural expenses 
and only 52.4% tiioj distributed among the Kolkhoz- 
nik as payment for working days. In 1938, the 
Kolkhoznik received on an average 461 roubles 
as payment for his working days while the aver
age yearly wage for non-agricultural workers and 
employees was 3,467 roubles.

When, in 1933, the Soviet Government made 
concessions to the private interest o f the Kolkhoz
nik, its aim was to permit the Kolkhoznik to 
develop agricultural production in his “  farm
stead ”  for the provision of his family, and also 
to increase by individual enterprise, the produc
tion of livestock, dairy produce, vegetables, etc., 
the production of which it had not been 
ful in developing at this time in the Kolkhoz and 
Sovkhoz. But the Soviet Government supposed, 
and still supposes, that only by intensification of 
production in the Kolkhoz is it possible to 
the agricultural production of the country. For 
this intensification, however, it is necessary to have 
not only a one-sided development of production 
in the Kolkhoz (producton of grain or industrial 
crops as has been usual in the majority of Kolkhoz

1 •

up to date) but a simultaneous development of 
livestock, dairy prt>ducc, vegetables, etc., and it 
is also necessary that the K(»lkhoznik sh*>uld 
participate more in the large-scale field work a 
well as in the daily work o f the K*>lkhoz.

The Soviet Ciovernmeni has thcrclbrc ordered
”  should be measured(i)  that all “ farmsteads 

and that all surplus land. i.c. that alvn-e the 
size permiiietl by the Kolklu»z Siaiuic, should 
be taken away from the “  farmstead ”  and in
cluded in the land o f the Kolkhoz. I'hc decree 
also introduced severe punishment for any cir
cumventing o f the Kolkhiiz Statute. As a result o f 
this decree about i9million Kolkhoz“ faimsteads“  
in 1940 were measured and the surplus land from 
them included in the Kolkhoz land. f2) tliat 
Kolkhoznik should be transferred from those 
overpopulated regions where it is tun |x>ssible 
to allot them the quantity of land permitted by 
the Kolkhoz Statute for their private use, to 
regions richer in land. According to data pub
lished on 15th June, 1940, already qo.cxx) families 
have been transferred to the Kastern region. 
(3) that there should be an obligator)* minimum 
of “  working days "  * which every Kolkliozmk 
capable o f work is obliged to work m the 
Kolkhoz I f  he does not work the minimum o f 
working days he is considered as luving left the 
Kolkhoz and loses all the rights appropriate to 
the Kolkhoznik. (4) that the previous sv^tem 
o f calculating meat, hides and skins, wtxil and 
goal hair deliveries on the basis o f the number 
o f livestock should be cliangcd, and that, as 
from isi Januar)', 1940, the calculation of 
obligator)' deliveries o f these gtxxis should be 
bas(^ on the area o f land assigned to the
Kolkhoz. was “  recommended ”  to
Kolkhoz that ever)* Kolkluiz should organise 
three livestock farms (for cattle, pigs and sheep) 
or at least two farms with a certain minimum 
of livestock. I f  the Kolkhoz fulfils this 
“ recommendation”  it gets a 10"., exemption 
from the fixed deliver)* o f meat to the State. A 
Kolkhoznik who transfers a heifer from his 
“  farmstead"  to the Kolkhoz livcsuxJt farm, 
receives, in addition to the payment for the heifer 
at the Stale deliver)* price, 10-20 working da\*s
credited to him. Also, the norm o f dcliverv for

,

the Kolkhoz is calculated on a much ]ow*er basis 
than for the Kolkhoz “  farmstead ”  and non- 
collcciivised peasants. As a result o f this decree 
all Kolkhoz should lx: forced to increase the 
rearing of livestock since they arc obliged to 
deliver a fixed quantity of meat and other pro-

'  *rhc minimum \va« hxcJ at too working dap for the 
cotton producing region and 60 working dap for the 
Central, North and Far Iia%i District and So working dap  
for all other regioni of the U.S.S.H.
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ducts of rearing for every hectare of land 
owned by the Kolkhoz. Before this decree it 
was only those Kolkhoz which owned live stock 
farms which were obliged to deliver meat and 
other products to the State. This decree has 
already resulted in a rise in the quantity of live 
stock in the Kolkhoz. (5) The Soviet Govern
ment has changed the previous methods of cal
culation of deliveries o f all products of 
husbandry. Starting with the harvest of 1940, 
the Kolkhoz must deliver to the State a fixed 
amount of grain, potatoes, vegetables, oil seeds 
and grass seeds, milk, eggs, etc., from every 
hectare o f arable land. In the quantity of land 
on which is calculated the deliveries o f all 
these products is also included new land which 
according to the State plan must be ploughed 
up, marshes which must be drained and forests 
which must be cleared. This new land is in
cluded in the calculation of deliveries in the 
second year after ploughing, draining, clearing, 
etc. Every Kolkhoz, without exception, must 
breed an obligatory minimum of horses fit for 
army purposes and the obligatory minimum is 
also calculated on the basis of the land assigned 
to the Kolkhoz. The norm of delivery is also 
lower for the Kolkhoz than that for the Kolkhoz 
“  farmstead ”  and non-collectivised peasants.

As a result o f these decrees it is evident that 
every Kolkhoz must endeavour to increase the 
production of every kind of product since the 
obligation to deliver all products to the State is 
based on the quantity of land assigned to them, 
irrespective of whether they utilise all the land 
or not. Only after fulfilment of the obligatory 
delivery of all products, after reckoning the seed 
^ d  forage fund, seed insurance fund, provision 
insurance fund and assistance fund, etc., are the 
Kolkhoz permitted to distribute the remaining 
agricultural products to the Kolkhoznik in 
accordance with the number of working days 
worked by them in the Kolkhoz. It is thus 
only by means of complex, intensive utilisation 
of all the land assigned to the Kolkhoz, that 
fulfilment of the obligatory deliveries to the 
State and diminution of the burden can be 
realised. The Kolkhoznik will also be forced to 
work more in the Kolkhoz since the possi
bility o f developing his farmstead ”  is more 
limited than before.

Since these new decrees increase the burden 
for the Kolkhoz and limit the possibility of 
developing production in the farmstead,”  it is 
a natural question to ask whether these decrees 
may not result in decreasing rather than increas
ing production. It is not probable that this 
will happen and the results o f the development

notof agricultural production in 1940 
indicate this.

The Soviet Government during the past 
years has gained experience in the regulation of 
the principles underlying the processes of pro
duction in the Kolkhoz, and has made the 
Kolkhoz dependent for their large-scale agri
cultural work on the so-called “  Machine 
Tractor Stations ”  belonging to the State. In 
these Machine Tractor Stations are concentrated 
nearly all the a^cultural machinery, and all 
large-scale work in the fields of the Kolkhoz is 
now done chiefly by the M .T.S. (See Appendix 
II). Consequendy the Kolkhoz depend almost 
entirely on their work. When the Kolkhoz 
employ the machinery of the M .T.S, they are 
forced at the same time to introduce cenain 
technical methods, and it is through the 
M .T .S. that the State organs can control all 
large-scale work in the Kolkhoz. Besides this, 
during the past period experience in intensifi
cation of agricultural production has been gained 
in thousands of Kolkhoz. These Kolkhoz 
afford an example of the possibility of develop
ment of production by rationalisation and inten
sification. The Soviet Government, taking these 
facts into consideration, has now decided that 
the time has come to demand that the Kolkhoz 
should utihse their land more intensively.

The potential possibilities o f an increase in 
the intensiveness of agricultural production in 
the U .S.S.R. are very considerable, as output 
per hectare is still very much lower than that of 
most o±er European countries.*

The principal developments during 1940 
were as follows:

The Spring sowing in 1940 took place under 
unfavourable meteorological conditions. Con
sequently, at the beginning the sowing was late as 
compared with the Spring of 1939, but at the end 
of the sowing campaign, the sowing plan was more 
than fulfilled (101.5% ) and the totd sown area of 
principal crops was 1,165,000 hectares more than 
in the Spring of 1939. (85,293 thousand hectares 
instead of 84,128 thousand hectares). The 
People’s Commissar of Agriculture considers that;

sowing was accomplished in a more organised 
way and was of a higher quality than that of

CC

* For example, the average harvest in the U.S.S.R. in 
I933-I9370fwheatwas 10.9 Qu.per hectare, in Denmark3i.3, 
in Great Britain 22.8; rye in U.S.S.R. 9.6, in Holland 23.3, 
in Great Britain i6 .i j barley in U.S.S.R. io.o,in Denmark 
28.6, in Great Britain 20.6; oats in U .S.S.R. 9.9, in 
Denmark 25.9, in Great Britain 20.4.

In U.S.S.R. for one hectare of sown area there were in 
I937j 0*56 head of cattle, in Germany 1.38. For every 
1,000 hectares of sown area in 1937 in U.S.S.R. there were 
only 5.5 pigs as compared with 712 pigs in Denmark, &c.
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1939 ” ' Prcsidciu o flh c  Supreme Council
of the U .S.S .R . declared that: “  In 1940 we have 
had a good harvest. The gross harvest o f gram 
approaches 7 milliard poods ,1 i.c. the harvest 
o f grain in 194^ was around 1,000 million 
metric quintals. These iigures are probably 
exaggerated, perhaps by about 10 % , owing to 
insufficient consideration o f the loss during 
harvesting.S The Autumn sowing campaign 
was carried out more succcsstully than in 1939 > 
on 31st October, 1940* 35*992 hectares
sown as compared with 3543* *** *939*

Summarised data concerning the increase 
o f livestock in 1940 has not been published, 
but separate data indicate an increase in the 
quantity o f livestock in the Kolkhoz. It is 
not possible to estimate whether this increase in 
the Kolkhoz is due to the purchase of livestock 
from “  farmsteads,*’ or whether this increase has 
also been accompanied by an increase in the 
quantity o f livestock in the “  farmsteads ”  
belonging to the Kolkhoznik.

On the whole, according to the preliminary 
data, the production o f principal agricultural 
products in 1940 was not lower, but possibly 
higher, than in 1939.

A m C . M U X  I.
HAUVESi  IN M I L U o N  MICrKlC g i  l.VTALH.t

UraiiiH ( 'otUtD Seed l'’U* Fihro Sugar ItfH't
1929 717 8-6 3-6 G3
1930 835 111 4 4 140
1931 695 12-9 5*5 121
1932 699 12 -7 50 00
1933 • • • (808)* 15-2 5’6 90
1934 884 (808) 118 5-3 114
1935 911 (BID 17-2 55 162
1936 827 (745) 23*9 5-8 168
1937 ... 1.203 a .0831 25-8 5-7 210
1938 950 (855) 25 9 6-6 167
1939 ... 1,054 (949) 28'2 6 4 210

• In 1938 tho inethol 0if (‘tHnnutiiitf tho hitrvrntn « '.t> rhanjirtl,
and wo «ntimnt« thuk thi nlTii*inl t)imre% VXt ri t1 IIm’

in bracknU for tlii' Mrliioh wo «’oiii«><lor nr« tnora
coinpnruiib’ with th«* |in-viouit iMoitHi of 1929-53.

tA%*T«g«HHi vp»t 1928-32, 735'9 : 1955-37,9U 7 .\ln. guintiU. 
Averngo YioM 1926-32, 7'5 Uu. nor hoctaro ; iy33-37, 9 I . 
1938, 9-3: 1959, 9 3.

t Socialistichcskoc Zemlcdclic, loth August, 1940. 
i izvestia, 7th November, 1940.
S At the beginning harvesting proceeded mi>rc #lowly 

than in 1939, but at the end it improved and on 25th 
October, 1940, harvest was threshed from 81,485 hectares 
as compared with 76,858 in 1939

Uiaiii* 
I'ottoii 
I'Ut Fihm 
HiigHr Hoot 
|hit«t»H*fc .. 
Mont 
Milk 
W(Ht|

• • •

• 4

• •

•  I

( M I U . I O N M F M t U '
g lM N T A D h i .

1952'55 1937-36 1936-^

203 1 3797 M5 2
12 0 25 r 269
32 5 '/ 3 1

01 2 214 5 165 5
57 7 1168 &) 6

70 14 0 -ZO 5
45 0 W) 1 81 9
0-4 0 8 0 9

M V K K l t H ' K  t M l l . U O N  H K \ I »

llltl'SO* t'attlo Kh*o|> h, Fig*

1920 346 67 1 1470 Z0 7
1930 302 52 5 1061 15 0
19.M 26 2 47 9 m 14 4
193'i 190 40 7 52 1 11 6
1933 106 38 3 50 2 12 1
1951 15/ 42 4 51 9 17 4
1935 150 592 61 1 Z2 5
1936 1 0 6 567 737 305
1057 107 67*0 81 3 225
1938 17-5 632 102 5 .50 0
I93y« 183 64 6 m  0 325

KtUiiiftto

A I ' I 'KN IM X  11

Mt A ’ I U N H V h  K g iM H M K N I  \NI»  I KH I IKH-KHk

1928 1932 1938
I'rat'loit tat rt*'l of Jc>«f '

i-«»Ul IVm. r. 000 > 391 2.225
In .\grlruliurc

'i'otal Numhrt • a 26 7 1485 46S
In mjM-hiut< irat-tiM •utnm*., ti 8* /4 6 591
In Mirlih*«ii ,, ti 97 64 0 85

Uuinhiiirr*
T mUI «i 0 (XU 14 5 154
In nukThtin- tnutiw *lallun* „ »« 2a f 1 ^ W
In Mivkhoi • • 12 j n

Tf'Uil .. 0  7 14 . 190
|(iiiuirhtnrti«u't«>f kUtiiHi* „ • • 60 75
III auvkhtia ,. 41 07 1? 31
Ill knlklnm • • •1

f rAi'tor Plough* «« 93 21? ft 494
rrartor hC-̂ h-r* ,, 05 W 7 »

rhrt-*hi’r»
MfH-haiiinal and *('mi < iittx4i. ,, • • 5 *. 13)3 131
Hand o|*arat«̂ l •• a • 552 9 36V 6 297

('h«'M)ir<al Fri'tllla<*r* l'*'n* • » 234 1 tfZ? n 3.21ft
* .Mo«t of th* trart«ii * «< r< on K<>lk<»a( * unttl 1929 ah< 0 th< 1

woro tr»ti«fotr<^l to the M I' K

MK< ||\NlHM ION OF A l l H i r r u r U A L  WoUK IV 19V
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1

a-fi -‘ yk' 
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c- J
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•
Ploughing lljr Tra<rtur Plough* 71 5

■ 1

. t i  

, ; i

Sowing lljr Tract**! H*»*’'l«»f* 5ft 7
H> IIOIAO 30 S

}larxr«tiiig It^ I'onihmoi* 48 4
Itjr l lof «p Mowing Muhtn^ 43 1 {Tbroahing . Uy Mo* hanical 1'hn *hvi* 950
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UNITED KINGDOM.
THE ECONOMIC EOSl lTON.

30//; April, 194**

Go v e r n m e n t  expenditure, after its sharp 
further rise in the autumn of 1940 
benveen £80 Mn. and £90 Mn. per week,

remained at that level until March, 194*> when 
it shot up to nearly £100  Mn. per week, partly, 
perhaps, in consequence of the usual seasonal 
increase in payments before the close of the 
financial year. During April the published 
figures of expenditure have fallen fairly sharp y 
to £83 Mn. per week, partly seasonally and partly 
as a (presumable) result of the operation of the 
Lease and Lend Act. The seasonal fall in 
Revenue since the end of March has caused the 
average weekly deficit to rise to nearly £6o Mn., 
of which only about £2 1 Mn. has been covered 
by long-term loans, which have failed to 
maintain the high level reached in I-cbruar^' 
and March. Despite an increase to £ 7 5  
per week in the issue of Treasury Bills by 
tender, an additional £73 Mn. has had to 
be borrowed from the banks during April 
on Treasury  ̂ Deposit. Clearing bank de
posits, the rise in which was checked from 
December to March by the seasonal inflow of 
revenue, will no doubt show a further substantial
increase during April.

The Index of Wholesale Prices of Food was 
stationary from December to M arch; that 
for materials, etc., continues to rise i or 2°,̂  
monthly, so that in March, according to the 
Board of Trade’s account, the increase since 
August, 1939 has been :—Food, 60% ; Materials, 
etc., 5 1 % ;  All, 54%. Among the retail food 
prices included in the Ministry of Labour’s

index there has been very little movement in 
recent months, most o f the prices being con
trolled ; but there may luive been increases in 
other food prices. The cost o f clothing Ims in
creased, and consequently the Index of the Cost 
o f Living has risen slowly in the last six months ;
from August, 1939> March ist, 194L  
index has risen abt>ut 28® q. No doubt the cficc- 
livc rise has been greater owing to the nct^sary 
substitution of dearer goods for kinds o f food 
and other commodities no longer obtainable.

There was an increase in the w'age-niies in 
the engineering industries in Februan*, and in 
cotton and tramways in April; otherwise there lias 
been no important change in rates since July last. 
The increase in our wage-rate index since August, 
1939, has been It may be presumed that
when the ChanccUor of the Exchequer expressed 
the hope of stabilising the cost o f living and wage- 
rates near their present level, these increases 
(28% Cost of Living, 18%  Wage-rates) arc of 
the kind he had in mind. Such rates form the 
basis on which overtime and other additional 
earnings arc in many cases computed. From the 
results o f the cnquir>* into earnings of last July, 
we may infer that average earnings of all w*agc- 
carners arc now 30 to 40 ■ „ higher than before 
the war, in spite o f some substitution o f women 
for men in factories.

The number of registered unemployed has 
diminished steadily and by March must have 
nearly reached the minimum possible for the 
ordinar)' labour force. Hence the necessity for 
increasing that force in view of further expansion 
of work.

FINANCE & BANKING IN

G O V E R N M E N T  F I N A N C E .—The average 
weekly expenditure on the Supply Services, 
which had stood at £80 Mn. during the 
last two months of 1940, remained at about 
the same level during January and February. 
During March there was a sharp further rise to 
nearly £100 Mn., but this was probably due, in 
part at least, to the normal increase in payments 
which occurs just before the close of the financial 
year as mentioned above. The rise in expendi
ture and in the deficit since the outbreak of war 
is shown in the following table :—

E  F I R S T Q U A R ' r i ’ R O F W 4 I ,

P a i s h .

G O V K H N M E N T  H K V E N t  K A \ * n  l ■ X I * B ^ * I M T ^ n K i £ M «

H « r e n u »

T o U l .
K u p |» iy

H rrv ic^ *  T o ta l

I W f l - O r t . - U A c 15 9 5 5  6 4 ]  0 2 5 9

I M O — . l a n . - M * r 5 8 8 45  1 4ft 0 9 ?

H  5 47  1 53  4 5 8 9

.E lly 2 0  1 0 6 0 0 9  6 49  S

* V t .  1 -2 6 2 2  4 0 9 6 77  2 54 9

O c t  2 7 - N o v 3 0  24 4 0 0  8 84 7 6 1  5

! ) « '  1 -3 1 21 3 7 8 9 8 7  5 0 6 2

1 M 1 - J « n .  1 -2 5 $ 6 4 B4 4 M  5 5 0  1

J « n .  2 6 -K r h . 22  5 5  1 77  6 0 0  2 2 5 1

P c h .2 5 - M » r .3 l  4 3  0 9 9 5 9 8 ? 5 5 7
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Total expenditure for the quarter was £ 1 15 9  
Mn.j or £ 6 1 Mn. more than in the last quarter 
o f 194O5 but as Revenue was £356 Mn. higher 
at £656 Mn., the quarterly deficit fell from £798 
Mn. to £503 Mn. This deficit was financed as 
follows :—

(iOVERNiMEN'r BORROWING.
(£Mn.)

FIR ST  (^ rA R T E R , 1941.

N at. Saving.«i Certificates
3% Defence Bonds
•Z.073 a  Savings Bonds

r ........................................

Jan . 
(25 days)

10*3
11-6
26-9

Feb. 
(28 days)

14-4
14-4
22-0

2i%  N at. 
O ther Debt

37-9
0-9

Mar. 
(37 days)

20- 9
21- 9 
39'6 
76T 
59-2

5-2

T otal for 
Q uarter

45-6
47-9
88-5
76T

152-4
7-3

• »  •

'J’otal long & m edium  
term  deb t ... 

T reasu ry  D eposits 
T reasury  Bills, Tender

T ap  .
W . & M. Adv, Govt. D epts.

87-6
28-0

) 33-9

1)
lOT

Bank of England —50'5

107.3 
- 11-0 

— I 
28 8 ) 
69-4

222-9
74-5

417-8
91-5
59-9
86-3
•50-5

Total ... 109-1 194-5 301-4 605-0

In addition to the finance of the deficit and 
of minor expenditures on capital account, nearly 
£ io o  Mn. o f 1%  Treasury Bonds, o f which the 
bulk was probably already in official hands, were 
repaid during February.

F loating Debt.—As the end of neither the 
December nor the March quarter fell during 
week-ends, it is not possible accurately to 
separate the tender Treasury bill from the tap 
bill totals. On the last day o f December it is 
likely that the tender bill total was temporarily 
well below the normal week-end level o f £845 
Mn., perhaps by as much as the £50 Mn. 
borrowed from the Bank o f England on Ways 
and Means Advances. While, therefore, the 
Treasury bill total shows a rise o f £60 Mn. on 
the quarter, from £ 2 152  Mn. to £22 12  Mn., it is 
probable that the increase was accounted for by 
purely temporary year-end movements in tender 
bills and ^ a t  ‘ tap ’ bills showed little or no 
increase during the quarter despite the continued 
accumulation of funds in the hands of government 
departments and other official lenders. This 
may be attributed partly to the funding of bills 
in the hands of the Post Office Savings Bank by 
the issue of £76 Mn. o f a special 3%  Defence 
Loan, and partly to the fact that £86 Mn. of 
official funds were lent to the Treasury in the 
form of Ways and Means Advances instead of 
bills.

Bank of E ngland.—The seasonal rise in the 
note circulation was rather more marked during 
the first quarter o f 1941 than in the corresponding 
quarter o f 1940, and the note reserve in the 
Banking Department has fallen to a level which 
may necessitate a further increase in the fiduciary

issue. Bankers* Deposits were maintained at a 
comfortable level except on one or two occasions. 
An unusual feature in the return appeared on 
March 26th, when Discounts and Advances rose 
from £6 .1 Mn. to £45.3 M n., on account of the 
discounting of sterling bills for the Indian 
authorities, who required the cash to complete 
their payment for the Indian sterling securities 
which had been compulsorily acquired by the 
Treasury from their British holders. Since the 
bulk of these will presumably re-invest the pro
ceeds in long-dated government securities, the 
transaction constitutes a sort o f funding operation.

T he Clearing Banks.—The seasonal check 
to the increase in the Treasury’s borrowing on 
Deposit, and the continued absorption of Treasury 
bills by non-banking investors, has brought a 
temporary cessation in the upward movement in 
clearing bank deposits. After the elimination of 
movements due merely to the alterations in the 
total o f items in transit, changes in the total of 
Deposits during recent months are as follows:—

N ine C learing Banks.

1910.
.June
Septem ber
December

1941
Januai-y ... 
February ... 
March

N et Deposits 
£M n.

• «  • 2222
2360
2527

•  «

2504
2457
2508

Between December and March the banks’ 
holdings of Treasury Deposits increased by £58 
Mn. and their Investments by £43 Mn., while 
Advances showed a small seasonal increase of 
£5?, Mn., against their recent falling trend. 
These increases were more than offset by falls 
in Cash by £25 Mn., in Call Money by £24 Mn., 
and in Discounts by £67 Mn. A truer picture 
would be obtained attributing all these declines 
to Discounts, for the falls in Cash and Call Money 
were due merely to the reversal o f the December 
window-dressing operations. Since the total of 
Treasury bills issued by tender remained un
changed during the quarter at £845 Mn., the 
fall in the banks’ discounts was presumably due 
to the continued demand for bills by buyers out
side the market. The banks’ cash ratio, at 10.4% 
at the end of March, remains comfortable but not
excessive.

Security Prices.—Prices of industrial securi
ties, after six months of gradual recovery, reached 
their highest point in January, since when they 
have fallen back slightly. Prices o f fixed interest 
securities, on the other hand, have continued to 
rise steadily and have reached their highest 
level since July, 1938. Short term interest
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rates remain barely above the banks’ call rate of 
and on one occasion recently have fallen

below it.
RECEN T M O VEM EN TS.

The Budget was introduced on April yih. 
The standard rate of Income Tax is raised to 
los. in the pound, and the Personal and Lamed 
Income Allowances arc reduced, though for these 
reductions taxpayers will receive a credit with 
the Post Office Savings Bank after the war. 
Firms paying Excess Profits Tax will likewise 
receive a credit o f 20% of the tax paid (less 
income tax) for the purpose of financing post
war reorganisation. The Budget and the ac
companying Treasury White Paper are discussed
in an article on page 40.

During the first twenty-six days ot April the
cost of the Supply Services has declined fairly 
sharply, owing partly to the cessation of the 
heavy payments which normally precede the end 
of the financial year and partly, no doubt, to the 
effect of the United States* Lease and Lend Act, 
which has had the effect o f removing much of 
our expenditure in the United States from the 
scope of the Revenue Returns. At an average of 
£75.6 Mn. per week, Supply Expenditure in April 
is more than £24 Mn. below the weekly average 
for March. As a result, however, o f heavier 
interest payments and of the seasonal fall in 
Revenue, the average weekly Deficit has risen 
above £60 Mn., and the total Deficit for the

month 10 £ 2 i H Mn. Of this, £114  Mii. lias 
been met out of long- and mcdium-icrm 
borrowing (including u lurther £4^ o f 3%  
Defence Loan issued to the Savings Hanks), 
leaving £94 Mn. to be covered by short-term 
borrowing. £20 Mn. o f this has been raised by 
an expansion ol the issue of tender bills, the 
weekly offer o f which lias been increased from 
£65 Mn. first to £70 Mn. and then to £75 Mn.
This step w'as presumably taken in conscquenc'c 
o f the continual demand for bills by the owners 
of overseas funds in London, which Irad reduced 
the clearing banks* discounts to an uncomfortably
low level. Of the rest. £73  Mn. lias been 
borrowed from the banks on 't reasury Deposit.

rhe Bank of England Return for A jh iI 301J1 
showed the expected increase in the I*iduaar>’ 
Issue, from £630 .Mn. to £6»o Mn. I he note 
resen-e, which had fallen to the very low figure 
of £7  8 Mn. on April 23rd, was thus raised to 
£56.9 Mn. 'Phe increase o f £50 Mn. m the 
security holdings o f the Issue Depanmcni was 
not fully offset by the reduction in the holdings 
of the Hanking Dcpanmcni, and the ci>mbincd 
holdings of both Departments rose by £ 3 2 .5 
On the other hand, Discounts and Advances fell 
by a further £ to  Mn. to £28.3 Mn., no doubt 
as a result o f the maturing o f part o f the bills 
discounted by the Hank for the Indian authori
ties. As a result o f these movements, liankers* 
Deposits rose to the high lei'el o f £ 1 3 1 . 8  Mn.
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I PRICES AND WAGES, I'RADE AND EMPLOYMEN T.
By A. L.  Bowley.

PRICES .—The movements of the Board 
Trade Index of Wholesale Prices, read 
intervals of three months, have been :—

(J i’n i'm l. Mn(«-r>nU
1939

A utfunt . • « . . .  100 100 100
,  F

N tm -in b p r ...  121 126 11B
1940

F»-l*rimrv ... . . .  131 139 126
M ay ...  136 142 131
A u gu at .. .  143 150 137
N ox’o m b rr ...  160 158 144

1941
K r lifu m v  . . . . . .  153 160 150
M arcli . . .  164 160 151

* liH'lu<lil>K toltnctni.

It will be seen that the rate of increase has 
slowed down, till recently it has been about i°o  
monthly. In fact, the relative increase since 
November, 1939, 16 months (general 27%, 
food 25% , materials 28%), is little greater than 
in the first three months of the war.

Since December, 1940, there has been a 
reduction in the cereals group, no cliange in 
that o f meat, but an increase in other food. 
Among materials, aial rose 2^",, in the three 
months, cotton nearly 6̂ *n» while in other groups 
there were smaller increases. Manufactured 
goods and intermediate products rose about 2 ,,, 
and basic materials 4%.

The C^st of Living Index number has nsen 
slowly since November, 1940, probably influenced 
by the purchases tax. The retail food index has 
varied very little since July of last year. But 
since the aimmodilics which form the basis vff 
the index can no longer be purchased in the same 
quantities as before, the index has now only a 
formal meaning. As some guide to the change 
in prices of the separate commodities included, 
a table is appended showing their jxrccntagc

s since September 1st, 1939. It is seen
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that there has been great variation among the 
foods, partly due to subsidies, partly to scarcity, 
and that for the index number as a vî hole a good 
deal depends on what importance is assigned to 
clothing.

PERCENTAGE INCREASE AT 1st MARCH, 1941, 
COMPARED WITH 1st SEPTEM BER, 1939.

Beef, British—
Ribs
Thin Flank 

Beef, Chilled or frozen—
Ribs ........................... 34

22

R en t...............
Clothing 
Fuel and Light— 

Coal 
Gas

Thin Flank 
Mutton, British— 

Legs 
Breast ... 

Mutton, F ro zen -  
Legs 
B re a st... 

Bacon
F i s h ...............
Flour
Bread
T e a ...............

Total
Other items

16
A LL ITEMS 

inch Food 27

Sugar (Gran.)
Ik ... •  i  ♦

«  •  «

Mi
Butter— 

Fresh 
Salt .. 

Cheese 
Margarine— 

Special 
Standard 

Eggs (Fresh) 
Potatoes

12

Total Food 22

A  computation has been made by the Uni
versity o f Oxford Institute of Statistics by which 
the cost of a 1936 budget based on Mr. 
Rowntree’s in “  The Human Needs of Labour ” 
is compared with that of a diet of as nearly as 
possible the same nutritive value, purchasable, 
within the rationing restriction in Oxford in March 
The increase was 41% . In the same period the 
Ministry of Labour food index rose 27% , of 
which 20% was subsequent to September, 1939. 
This addendum of 14% is, o f course, due to the 
necessity o f purchasing unrationed foods when 
the prices in many cases have risen considerably. 
Actually the Oxford budget calls for more skill 
in purchasing and cooking than that suggested 
for 1936, and the effective increase is probably 
rather greater.

WAGES.— Our wage-rates index rose three 
points in February owing to the increase in the 
wages of engineers and shipbuilders. There was 
no further increase in March, but an advance in 
the wages of cotton and tramway workers brought 
the index up to 124I in April. It now stands 
18% higher than in August, 1939 (25% higher 
than December, 1924), and it is at this level 
presumably that the Chancellor of the Exchequer 
hopes that rates will be stabilised.

The percentage changes estimated for the 
compilation o f our index since August, 1939, 
are as follows:—

$  ^ I  4

o

April, 1941, 
Bricklayers....................

,, Labourers 
Printers:

117

Compo.sitors ... 
Dock Labourers 
Engineers: 

F itters ... 
Labourers 

Shipbuilders 
Railwaymen 
Cotton 
Wool

»  «  »

as percentage of August, 1939
112  ̂ Local Authorities

Trams
Lorry Drivers . 
Boots
Confectionery . 
Tailoring...
Shirts 
Tobacco ...
Coal
Agricultu re

107
115

#  #  #

Weighted average 118

Engineers had received an increase in June, 
1939, and the percentage increases from May, 
19395 to February, 1941, were fitters 16, labourers 
21 (C f Bulletin, Jan., 1941, p.9).

Wage rates in the textile industries were 
relatively low in August, 1939.

In our January Bulletin we gave an account 
of the Ministry of Labour’s report on earnings 
in October, 1938 and July, 1940. The publication 
has now been completed for industries; transport, 
mining and agriculture are not included. The 
changes in the averages of earnings in all the 
industries are computed on two bases :— (i) the 
numbers estimated to have been in employment 
in the various industries (which differ from the 
numbers concerning whom returns were received) 
in October, 1938, were applied to the averages 
at that date, and those employed in July, 1940, 
to the averages at the later date; (2) both sets 
of averages were weighted by the numbers 
employed in October, 1938. The summary re
sults are :—

Average Earnings 
October, July,

1938 1940

Percentage Increase 
Double ^Veighting by 

weighting 1938 numbers

Men (over 21) 
Youths
^Vomen (over 18) 
Girls

All

s. d, 
69 0

s. d, 
89 0 
35 1 
38 11 
22 4 
69 2

290
34-5
19- 7
20- 7 
29-9

The difference in the percentages computed 
by the two methods is due to a shifting in the 
relative numbers by industry, age, and sex. If 
there had been no such shifting the increase over 
all would have been 27% ; actually it was 30̂ 0-

For the same range of industries our wage- 
rate index shows an increase of 11%. The differ
ence between this and the 27% is due to more 
regular work, overtime, night work and bonus 
payments. Since July, 1940, our wage-rates 
index has risen 5% , so that if  there has been no 
further change in other factors the whole increase 
in average earnings from October, 1938, to 
April, 1941, is about 35%. In the same period 
the Cost of Living Index rose 27%, but as argued 
above the effective increase in maintaining an 
equivalent standard was greater than this.
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Ii is interesting to compare the movements 
of wages and prices in the Great War o f 1914- 
1918 with those during the past 18 months.

1914-lB
1914— .luly
1915— July
1916— .Inn,
1916- .luly
1917- July
1918- .Iuly

1939-41
1939- AutfUKt
19 4 0 - All K«Nl
1 9 4 1 -  F ‘‘1>.

Statist
IimIi’X

NuimIhtk
100
129
150
158
214
233

Av*'raK«' of
11 lypicnl

100 
107 i

Not givoH 
1174 
137} 
177*

WiiK*-
ImU'X

CoNt of Uviiig
Imiox

100
120
127

• «

In the first 18 months o f the two wars the 
movements are very similar. I-rom 1916 there 
were further considerable increases. After the 
war the Statist Index fell to 224 in March, 1919. 
and rose to a maximum 323 in April, 1920- 
Cost o f Living Index was at a maximum (276) 
in November, 1920. The old wage-rate index
was 260 in July, 1920.

U N EM PLO YM EN T.— The principal statis
tics of Unemployment now relate to all persons 
registered for employment at the Labour Lx- 
changes, whether they come within the Insurance 
Schemes or not. The whole sequence since the 
outbreak o f war is as follows

i.'ViMi llKdlSTKKS. OOO’i

All
Itirlutlliiii
(MUaU

1939 Aug. 
Sopt. 
Oct. 
Nov. 
Dec.

1940 .la«t. 
Feb. 
3tar. 
A pi. 
May 
luue

Aug.
Hcpl.
Oct.
Nov.
Dec.

1941 •Inn. 
Feb. 
Alar.

iT  Hill TAIN »

Wholly Unciii(iloycNl
Hoyi

Temporarily 8U»p|»fU
lioyi

Men Women A Men Women A
Olrlf

76
(ilrU

730 168 70 129 7
661 292 99 116 102 10
759 358 105 84 57 5
767 360 96 79 53 4
764 325 82 89 50 4
805 320 95 185 58 7
759 299 83 254 53 0
628 273 64 69 37 3
539 243 58 65 35 3
469 218 44 56 43 3
382 226 40 39 40 3

ci)* 544 
b) 336 !  248 52 77 69 7

304 235 74 75 72 7
316 227 68 98 79 8
309 257 69 93 72 7
286 255 62 94 63 6
248 244 50 82 54 5
237 222 62 90 57 6
200 197 51 68 45 4
160 165 39 41 32 3

1232
1331
1431
1403
13C2
1519
1501
1121
973
BBl
767

1835
(827
7W1
830
635
791
705
696
5B1
458

ment
KUbKl'

FiguroB in line (a) ainl previounly inrlu'le nu n at Oovern 
. Training (VutrcH wlnt nre excludctl from line f6) ami 
•tpiently. .See Ministry o f  Labour G azttte, AuguBl, 1910.

Since some of the applicants are not suitable 
for any available work, these totals must have 
nearly reached their minima. But the new drive 
for labour will naturally bring into occupation 
women and girls who have not so far been 
registered.

The figures so far given relate to Great

Britain only. In b'ebruary the corrc%rK»nding 
numbers for North Ireland were :

Whtili) ttn<*iiiplo)<'tl
'iVtniMimril.v kt<>pl**'*l 
(*rt»uaU - ■

Friiniary
OOO'b 

.. 53 
()

« t

loUl 01

The relation between the Rcgl^ter and Un
employment among insured persons may be 
illustrated by the statistic's for 1‘cbruary, 194>

(iliKU IIKII AIN )u*mr.l um

000'.
< h rllukurcti ai»*l r«*gi*l* rv«l 

rUiiuAiiU ami lion claimaiiU \ Id 
Two iitohOift fib* •• 
lii»*ur<*'l utub r 16 )cai»  ...
Not itt»ur«*«l ..

489

The two monihs’ file is the number of in
surance books which liavc not been wiiltdravAn 
from the exchanges, while their owners have not 
called at the cxdiange ; after two monihs the 
books arc transferred to a dead file. It may be 
supposed that in many cases the owners have
joined the forces.

In our last Bulletin the former style o f I'n- 
cmploymcnl siatisiics was continued till August, 
1940, the lust date for which these Maiisiics were 
available. Bui pan of ihc sequence can be pre- 
sciA'cd thus :—

INhDKKD r . M A n ’I .oV i: !*  o ir i  Id

Ktilmimg lhrlo<lifi* 
AgrimiHiit̂

1939 Aiiff 14Ui 124H
1940 .Inn. 15tb 

Fell 12tb 
AUr 11th 
Apl 15tb 
31 ny 20th 
June 17th 
July IMh 
Aug. 17th 
8ipt inth 
(hi 14th 
Noi 11th 
D»'c. ftth

1941 J bh 13th 
Fch 10th 
AUr 17th

■ «

yimi* 000»
llfitaii 

ti«« I'Mltng 
\irttrultu(i

1B11 
MSI 
1 M
im
93?
847
m
7M
74;
601
8U
7?ft

(fT2
fM

The first column is as given in earlier bulletins. 
The second is obtained by adding in the numbers 
under the Agricultural Scheme. The Iasi column 
is as described in the preceding paragraph.

E XT E RNA L  TRADE.— No statistics arc 
published since Pcccmbcr, 1940. On p. of 
our Bulletin for Januars*, 1941, details were given 
for each month o f 1937-1940, with averages for 
earlier years. As this Table is already avail
able for reference, it is not reprinted in the 
present Bulletin.
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WHOLESALE PRICES.
COMPARATIVE INDEX NUMBERS FOR 6 COUNTRIES.

S . .  S upplements for March, June, September and December in 1938-39 / before 1938 Bulletins for there montht.

as nearii i d e S  of commodities

figures recent months are based upon such data as could be obtained from reliable sources
The fib res for 13 coumnes in the table on p. 39 which are derived from the League o f Nations 
monthly bulletin, are affected by differences of content and method o f calculation.^

Base 1925 =  100

1940 1941

Ba.'e 
19X3 

=  100

Mar. Apr. June

FOOD—
United KgdoniJ

Sweden ..........
Canada ...........
New Zealand..
S. Africa .......

MATERIALS— 
United K’gdoin** 
U.S.̂ t. .........
Sweden ...........
Canada ...........
New Zealand..
S. Africa .......

TOTAL—
United Kingdon
U. S. .  . . . . . I . . .

Canada ...........
New Zealand.. 
S. Africa .......

100
72

below
76

101
98

Aug. Sept.
1

Oct.
1
' Nov
f

77 81 81 ' 81
64 66 67 70

101 103 107 108
70 71 72 72

100 101 101
90 1 90

i 91 '1' 91

102 100 100 ' 102
69 70 72 73

(103) (103) (106) i (110)
74 75 76 ! 76

106 1 105 . 106
98 1 99 ' 99

1
100

92 92 92 , 94
67 68 70 1 72
72 73 74 74

104 103 ' 104
95 95 96 96

Dee. Jan. Feb. Mar. Year
1925

83 82

73

93

105 
72

{llO)
76

106 
100

109 110

76

101

99 99

75

98

t  Unweighted averages of price qaotations for 10 materials compared with their levels in May. 1910-Timber. Leather NewsDrint' 
Non-ferrous Metals Petroleum. Linseed Oil. : Excluding R.e. Excluding Wood and Wood J p !’

LO SSES OF M E R C A N T IL E  SHIPPING BY EN EM Y ACTIO N .

According to the revised official figures, which are now issued for monthly periods onJv the
losses by enemy action o f mercantile tonnage, other than merchant vessels commissioned for Naval 
Service, during the past thirteen months have been as follows

Month of Loss
BRITISH. ALLIED & NEUTRAL TOTAL.

1940
March 
April ... 
May ... 
June ... 
July ... 
Augu.st 
Septejnber 
October 
November 
December

1941
January 
Februar}’ 
Alarch

Ships. Gross tons. 1 Ships. Gross tons.

11 39,467
i 1

23 1
!

68.137
21 75,258 21 60,114
31 75,161 35 173,499
65 269,783 63 264.119
68 284,783 35 ; 110,599
57 282.230 29 102,550
60 307.427 32 128,126
66 299,3 -9 30 117,708
63 286,126 20 68,990
54 224,065 17 82,890

200,370 1 15 86.894
65 248,880 ' 17 69,4 81
78 315,418’ t 32 1 120,341

Ships. Gross tons

97,604 
135,372 
248.650 
533 902 
395.382 
384,780 
435,553 
417,107 
355.116 
306.955

287,264
318,361
435,759

1JJ3

De:

feb.
M»t-
•\pr-
>UJ
Ju n e
July
Ac«-

iWl-Jw-
Feb.

ISM ire«f 
iWi .Irenje

.Vor.
Dee

U3S Averiw
»33 A v e ^

Xor ■ 
Dec

FeS: ■■
y :

iUr -
Jia'e ■■■
July -
ixiirt w* •••D̂t
p e t.' -
V  -
Dec. ‘ -

■ ■ ■Feb.
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CM



« 0 

■ f'

I

1

I
I

fi

1988  Avi-rnK**
1989 Avcrnifr

1939-Oct. 
Nov. 
Dec.

1940—.lun. 
Ffl). 
Mar. 
Apr. 
May 
Juno 
July 
Aug. 
Sept. 
Oct. 
Nov. 
i)er.

1941—Jan. 
Folt.

•  I  •

« • •

• * •
•  • •

• »«

* •

■ •  •

» •  •

•  t

1988  A v e r a g e
1989 Average

1939- Oct.
N o v .
Dee.

1940- Jan. 
Fob. 
Mar. 
Apr. 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec.

1941- Jan. 
F e b .

INDEX NUM BERS O F PRICES IN 13 CO U N TR IES. 

As quoted in the Monthly Bulletin o f the League o f Nations

» •
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t  • •

«  »  •

«  a  •

a  • • 

•  • •
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89
90

97
104
107
n o
112
113
116
117
lie
122
123
123
125
129
130
130
130

• .  •

• .

> .

» « •

•  •  a

« » •

•  *  •  

•  •  •

• • • 

•  • •

•  a  •

* t  •

95
90

103
105
106
108
109
109
110 
n o
114
113
114
115 
117 
119
119
120 
120

.2
1
0

92
92

91
93 
93
91
91
93
94 
96
96
97

87
69

90

93

1 9 8 8  A v e r a g e * • * 92 65
1 9 3 9  A v e r a g e •  •  • 92 89
1939—O c t .  . . . > « • 100 90

Nov. ... •  •  • 102 69
D e c  . . . . < •  • 102 88

1940—J a n .  . . . « a a 105 87
Fob. ... •  « • 105 88
M ar.  . . . •  •  • 103 69
Apr. ... •  a a 103 91
M a y  . . . a  •  a 103■r

J u n e  . . . « •  • 109 90
J u l y  . . . * •  a 107 89
A u g .  . . . 108
Sept. . . . a a  a n o
O c t .  . . . a « • 112
Nov. . . . a a a 112
D e c .  . . . • •  a 112

1941— J a n .  . . . •  a • 110
Feb. . . . a  a a 111

•A

8X
4.
f l■fS
e
h & I

I. WIDtLFHALR, % OF 1929

82
79

83
84
85
86 
87 
87 
87 
66
85
86 
87 
87 
87 
68

105
108

110
112
113
113
115
117
118

90
89

91
93
94
96 
90 
90
97 
97
97
98
99 

101 
101

II. UETAIL. COST OF UVINO, % t»F 1929

84 
83

85 
66 
85
85
86 
86 
86 
86 
87 
07
87
88 
89

95
98

99 
102 
101
100
101
101
101
102 
102 
102 
104 
104 
104

94
94

93
94
94
95

96
97 
97 
97 
97
97 
96
98 
96 
96

m .

77 
75

80
79
70
78 
78 
70 
78 
771 
78 
78
78
79 
61

98
104

105 
111 
log
106 
105
105
106 
106 
105 
105 
105 
107 
107

93
93

92
92
93
93
94
05
96
97 
96
06
95
96
98 
96

39

.

X

109 77 123 114 99 111 76 82
112 78 122 126 100 116 79 81

125 78 124 133 106 124 85 83
12S 78 128 130 100 128 67 •3
120 78 133 143 112 132 69 83
129 79 135 146 114 136 90 83
128 70 136 144 115 138 92 82
129 60 138 142 116 140 91 82
128 80 141 145 117 HI 95 62
129 80 143 142 125 H2 96 82
128 80 143 HO 124 H5 96 81
129 61 144 150 127 H6 100 82
127 81 147 159 127 146 103 81
127 01 148 140 148 108 82
128 61 150 154 110 83
127 81 156 IH 83

110

(8i 'd> ' /) «'
92 82 130 110 86 IQO 65 96
93 62 130 123 81 108 86 95

94 82 131 120 82 110 87 •a
94 82 132 130 82 U2 88 95
08 82 133 152 85 113 88 95
08 82 134 136 65 MS 90 85
95 83 134 138 83 117 90 85
9ti 84 133 140 82 118 90 65
97 84 138 143 83 lao 91 90
97 as HO 14$ 84 121 02 •6
97 85 144 H5 K4 123 05 96
97 86 H4 147 84 124 94 96
95 86 145 H6 85 125 94 86
05 85 H7 146 87 128 95 98

84 149 H4 88 128 97 85
84 89 130
85 152 99

ONLY. OK 1929
ih) </' 4 ■

91 78 136 103 IH 85 98
92 70 137 i n 118 85
03 78 130 128 120 87 98
94 78 130 12S 122 88 07
96 79 HO 150 125 99 05
96 70 HI 157 12? 89 0593 79 HI 157 128 89 0703 81 HI 157 150 99 05
05 62 145 156 151 91 0605 83 150 150 155 92 9705 83 157 158 156 05 0505 84 166 145 136 93 9793 85 160 HI 150 03 9802 83 162 139 HI 06

81 166 U7 144 98
81 H7 10081 L50 101

ftf) % of 1935. (5) % of 1931, (cl Eicl. rent. id) Exrl. rent aiul elothea, \  ..f 1955-9. </> nf , 1951

l.u

;v

I III
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FHE BUDGET AND THE WHITE PAPER
B y  F .  W . P a i s h .

Th e  Financial Year 1940-41 closed with a 
total expenditure of £3,867 Mn., as against 
an ordinary revenue o f £1,409 Mn., leaving 

a deficit of £2,458 Mn. This was financed as 
follows :—

To begin with, the White Paper gives an
analysis of the immediate sources of Government
borrowing, both from official and non-official 
lenders:—

TABLE II.
I'ABLE I.

BKITISH GOVERNM ENT BORROWING.
April, m O -M a rc h , 1941. (£Mn.)

Apr.-June July-Sept. Oct.-Dec. Jan.-Mar. Total 
'I'otal Expem liture 695 
Ordinary Revenue

Deficit

^Vhite Paper Tables I & II

(Jro.ss Deficit

Hept. 193»—Aug. 1940 Sept. 1940—Feb. 1941 
£M n. £M n.

... 1485 1271

188
915
264

1098 
300

1159 
656

3867
1409

507 651 798 503 2458

(j) Long and Medium Term Borrowing.
(a) L a u g e  L e n d e r s .
3% W ar Loan 
2% Couv.Loan 
3% Savings Bonds 

N at. W ar Bonds

201
248

89
43 184 213 152

O ther .............. 5 15 8 7

201
248
89

592
35

Borrowing from official sources.
Increase in Dej>artmental and 

Exchequer Balances 
N et extra-budgetary Receipts 

of Public De])artments ... 
Sale of Pre-war resource.s of 

E x c h a n g e  Equalisation 
F u n d .....................................

36 34

113 90

184
333

204

Less Loans Re]mid

N.S. Certificates 
3% Defence Bonds 
3% Defence Loan

249
2

447
353

221 248
100

1165
455

247 94 221 148 710
• »

44 37 44 46 171
44 50 48 48 190# — — — 76 76

1
335 181 313 318 1147

Borrowing from non-official sources.
P.O. and Trustee Savings

Banks ..........................
National Savings Certs, (net)
3% Defence B o n d s ..............
O ther Public issues (netj ... 
Increase in Fiduciary Issue 
'i’reasury Bills held by the

m arket (net) ..............
Bankers’ Deposit Receipts...

328

82
125
146
261
50

95
83
84 

385

458
30

1152

-2 9
325

943

1485 1271

(i) Short Term Borrowing. ■]■
Treasury B ills—

‘T ender’
T ap’4 'I

IV. & M. Advances—

Govt. Depts.

Total Short Term 
Borrowing 

Total Borrowing

39 66)
159 2291

124

-2 4 55

174 474
509 655

231 60 784
214 92 430

50 -5 0
- 6 86 112

490
803

188
506

1326
2473

* Issued to P.O. Savings Bank.
|‘ If an approximate correction is made tor the effects of tem 

porary year-end window-dressing movements, the table of short
term  borrowing probably reads something as follow’s :—

Treasury Bills Apl.-June July-Sept.
‘ Tender* ... ... 39 66
‘ T ap ’ ..............  159 229

Treasury Deposits ... — 124
W. & ivi. Advances 

from Govt. Depts. —24 55

Oct.-Dec.
9

272
214

1940-41 
Jan.-M ar. Total

— 114
10 670
92 430

- 5 86 112
174 474 490 188 1326

Much light was thrown upon the sources of 
the funds subscribed to the above loans in a 
Treasury White Paper (Cmd. 6261) which was 
issued simultaneously with the presentation of 
the Budget on April 7th. These sources are 
analysed for the 12 months ending 31st August, 
1940, and for the six months ending February 
28th, 1941.

In subsequent tables the White Paper takes 
the analysis of the sources of British Government 
borrowing farther back. A large part of the 
money provided by non-official sources (includ
ing savings-bank deposits) was originally derived 
from overseas. This overseas money is derived in 
two principal ways. On the one hand many 
foreign securities, formerly British owned, have 
been sold abroad, and the proceeds presumably 
largely reinvested, directly or indireedy, in long
dated British Government securities; and, on 
the other, a large volume o f overseas balances 
has accumulated in London, where it is pre
sumably invested largely in British short-dated 
securities. The White Paper estimates the com
bined total of these two items at £275 Mn. for 
the six months ending February 28th, making, 
with the sale o f the Exchange Accounts’ pre-war 
assets, a total o f £479 Mn. provided from over
seas. It does not attempt to separate the amounts 
provided by overseas balances in London from 
that produced by the sale of foreign securities. 
It is possible, however, that some basis for 
estimating how the £275 Mn. is divided may be 
found in a comparison of the White Paper’s figure 
for changes in the amount of Treasury bills held 
by the market w i±  the movements in clearing 
bank discounts. Between the end of August and
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the end of February the Discounts and Call 
Money of the eleven London clearing banks fell 
by l i io  Mn., while the total amount of Treasury 
bills held by the market fell, according to the 
White Paper, by only £29 Mn. It is clear, there
fore, that holders outside the banks increased 
their holdings by something like £200 Mn. By 
far the most important source of funds for this 
outside buying of bills is likely to have been the 
increasing overseas balances in London, o f which 
£150 Mn. or more may have been invested in 
Treasury bills, in addition to whatever is held in 
the form of bank balances. The amount pro
vided by the sale of foreign securities is therefore 
not likely to have been more than £100 Mn., 
and was probably less.

After deducting from the six months* gross 
deficit of £1,271 Mn. the £124 Mn, contributed 
by official sources (other than the Savings Bank 
and the Exchange Account) and the £479 
obtained from overseas, we are left with a balance 
of £668 Mn. obtained from non-official internal 
sources. The White Paper estimates that this 
amount is made up as follows:—

£  Mn. £  Mn.
of Local Authorities and Inatltutioni

ami umliatrihuU'd proflU of (’omimtiien 
Less tlecreaao of *rax AocrunU.............. •••

Net 1’erj.onal Savinjfs .........................
Ue-iiivestment of Doinettic Capital .\aarta • • •

320
240

111

557
n>H

The item * Tax Accruals ’ shows the net 
amounts estimated to have been set aside by 
taxpayers to meet taxes incurred but not paid, 
presumably mainly provision by firms for Income 
Tax and E.P.T. As the six months covered by 
these figures included the season of heaviest tax 
payments, this item shows a small decrease, 
though the trend of such appropriations is in 
general sharply upward and the previous twelve 
months* figures show an increase of £140 Mn.
‘ Reinvestment of Domestic Capital Assets * 
represents, not merely depreciation funds not 
used for replacements, but also the proceeds of 
capital assets sold to the Government.

It is possible to attempt a correlation between 
the figures of borrowing already known from the 
monthly Treasury returns and those now pub
lished in the White Paper, For reasons of space, 
the calculations will be confined to the six months 
ending 28th February, 1941. As the Februar)- 
Treasury return referred to the period ending 
February 22nd, it is not possible to give the exact 
figures for the six months covered by the White 
Paper, but with the weekly figures published of 
certain types of new borrowing a close estimate 
can be made.

T A B L B  I t l .

OOVKRNMENT noHIUnV
ENl)IN(J

rrc*»ury Uoturu*
£Mii.

Nat. Hav. (V rU .
3 , Hunila
oAii-r

iaRih'it ...
Ltii

i S i i  r t t n  HIX 
28/2 41

Whllo

a » •

• » <

423
100

rivaaiiry DriMiiU 
Trcaatiry liilla—

* Trmu'irr
•Trtl.' I

W, k  M. Aavniics-a ' 
IfV (luvt. l)p|*t».

0

447

1271

N at Kar <V»U 
3 ‘ Ilc'ft'tit't'
|» U. k T»n»»t«**

Malik* 
Otllt*!' Mill* Ik«Ur* 

i.SVl)
I'l'faR U ) \ I >r|*<*».|ta 
Tiiaa V Mill* lit-lil 

li)r fill* k la lka t  
|m * r W  Ui U« |**»t 

i i i r i i t a l  a liii  l i t -
Mali’*** 

K t t t a  '  V
t|it* «<t Mull- 

lit' I lr|ila
Ml iM-t't’ala t4 kale 

|<i<*'«af i r '
k<Mirt«* of Mk* 
t-hati|(r Ktimt ..

£  Mti

54

vm

There arc one minor and two major apparent 
discrepancies between these two hcin of figures. 
That between the figure for the increase in the 
tender bill issue and the fall in bills held by the 
market is the easiest resolved. It is dear that 
the phrase * held by the market * docs not refer 
to the money market pro|>er (otherwise the fall 
would have been far greater) but to ail non
official holders. It would therefore seem that 
during the period idficial holders took up, m 
addition to the increase in the tap bill issue, 
£38 Mn. of bills which were in the possession 
of non-official holders at the end o f August. 
These bills were probably the residue of the 
‘ tap * bills sold to the Isanks in June, 1940, before 
the inauguration o f Treasury* btirrowmg from the 
banks on deposit.

The second discrepancy seems at first sight 
more serious. According to the I reasury returns, 
the net increase in long-term sccunlics w a s  
£323 Mn., while the While Paper shows * Other 
Public Issues (net)' at £385 Mn. Hut it must 
be remembered that the White Pafser figure is 
expressly stated to exclude holdings o f sccuriucs 
by public departments. Since, therefore, the 
bulk of the recently redeemed £100 Mn. o f r ;„  
Bonds arc believed to have been already in 
official hands, the net amount o f new sccuniics 
which were sold to the public during the period 
was greater than the net amount issued. The 
difference of £62 Mn. between net issues and 
net sales to the public therefore ĉp ĉscnt  ̂ the 
difference between the value of long-dated 
securities bought by the departments during the 
period and the value of 1% bonds officially held 
on the date of their redemption.

The resolution of this discrepancy helps us 
to account for the third difference, between the
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increase in Departmental funds and the increase 
in the amount of ‘ tap ’ bills plus Ways and 
Means Advances, rendered wider by the necessity 
for allowing for transfer o f £38 Mn. of bills from 
the market. Part o f the answer is implicit in the 
previous one. I f  the Departments had a net 
£62 Mn. of long-dated securities redeemed, they 
had that amount extra to invest in bills and Ways 
and Means Advances. Most of the remaining 
discrepancy may perhaps be accounted for by 
the issue of £76 Mn. of 3%  Defence Loan to 
the Post Office Savings Bank, which we know 
took place between 22nd February and 31st 
March, presumably in repayment of  ̂tap ’ bills or 
Ways and Means Advances. I f  this transaction 
took place in the last week of February, it would 
follow that our figure of £4 4 j Mn. for  ̂T ap ' Bills 
and Ways and Means Advances is £ j6  Mn. too 
high. The reconcihation of the White Paper 
figurp of official sources of income with the 
pubhshed figures of Treasury Bills and Ways 
and Means Advances is therefore something as 
follows :—

T A B L E  l \ .
G O V E R N M E N T  B O R R O W IN G  FRO M  O F F IC IA L

S O U R C E S . 1/9/40-28/2/41.

The balance unaccounted for may be due, at 
least in part, to increased holdings of ‘ tap * bills 
by the Bank of England, whose holdings of 
Government securities increased by about £ 10  
Mn. during the period.

• T a p *  B i l l s  p l u s  
W . & M. A dvances ... 

Less redeem ed  from  
P .O .S .B . *  i  •

Plt4s ta k e n  over from  
M arket ft • «

£ M n .
In crease  in  D ep th

£ M n

447 and  E.xchequer
B alances 34

76 E x tra -B u d g e  t r y  
R ece ip tso f P u b 
lic D eb ts. 

P roceeds of Sale of
371 90

38 t.. P r e - W a r  r e 
sources of E x
change Fun<l ... 204

There is one important question to which the 
White Paper makes no direa reference, though 
the Chancellor in his budget speech dwelt upon 
it at some length. This is the question of the 
so-called ‘ inflationary gap ’ in the budget. The 
question of exactly what constitutes an inflation
ary gap is extremely difficult to answer. 
Broadly speaking, it involves finding the answers 
to at least four subsidiary q u e s t i o n s ( i )  Has 
the financing of the budget deficit been accom
panied by an increase in the quantity of money 
or bank deposits ? (2) Do the people who own 
these increased balances wish to save as much, 
or are they intending to spend them on con
sumption goods at the first opportunity ?
(3) I f  they do wish to save as much, do they wish 
to continue to hold their savings in this form ?
(4) spend them, are there sufficient 
resources available to enable the increased 
demand to be met without a serious rise in 
prices ? In the present case the answers to the 
first and last questions are clear. There has been 
a very marked increase in the volume of bank 
deposits, and there are not the resources available 
to enable these increased deposits to be spent 
without a serious rise in prices.

N e t decrease  in 
hold ings of long
d a ted  secu rities  

U naccounted  for

328

62
19

409 409

The answers to the other two questions are 
less obvious, but the information given in the 
White Paper, taken in conjunction with the avail
able Banfong Statistics, may enable us to form 
some idea of the actual position :—

Nature of Funds. 
F oreign  F u n d s in Loudon ...
Savings of Local A uthoritie.s 

a n d  I n s t i t u t i o n s ,  a n d  
U ndi.stributed  P rofits of 
C o m p a n ie .s ............................

Less decrease  in Tax A ccruals

T A B L E  V.
IN V E S T M E N T  O F N O N -O F F K ’IA L  FU N D S.

l  '9/40 -  28/2 41 
£ M n .

175 C')

R e-investm ont of ( 'ap ital
A ssets.

D om estic 
Foreign

111

•  # 237 
100 ( ? )

Invested via the Banks.*
B ills taken  over from  the 

B anks ............................
T rea su ry  D eposits  ...
Less b ills w ithdraw n 

in to  official hands...
206

B ank L oans ^O verdrafts 
and  S h o rt Loams) repaid

Increase  in Uei>osits

325

29

Investm en ts  ...
296
145

441 441

Invested Directly.

N et Personal Savings
337 t?) 
320

Increased Savings Bank 
D eposits

Sm all In v esto rs ' Securities
95

167
262

O th er long-dated Invest
m en ts ...........................  385

943
* I

Less taken  by th e  Banks ... 145
240

943

n th e  bank figures, allow ance is  m ade for non-clearing banks, and changes in deposits due to  changes
in  th e  volume of item s in  tra n s it  a re  ignored,
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In endeavouring to interpret these figures, u 
is probably safe to say that the bulk o f savings 
bank deposits and small investors* securities have 
been taken up out of personal savings, though 
some may have been due to the reinvestment of 
foreign or domestic assets. More personal sayings 
will have gone into other long-dated securities. 
Of the short-term investments, the bulk oi the 
bills withdrawn from the banks have probably 
been taken over by the foreign funds in London, 
though some part o f these may be held in the 
form of Bank Balances. I f  these assumptions 
are justified it would follow that the greater part 
of the additional funds held in the form o f bank 
balances has come from the savings of authorities, 
institutions and companies, and from the proceeds 
of domestic and foreign capital assets. Now these 
(and also such overseas funds as arc held on 
deposit) arc in the main funds of a capital nature, 
which are not normally regarded by their owners 
as available for financing additional consumption. 
The answer to the second question proposed 
above would therefore seem to be that the owners 
of most of these balances did wish to save them 
and do not wish to spend them on consumption.

There remains the third question, and here 
the answ'cr is still more doubtful. It is quite 
clear that many of the owners of these balances 
do not need to hold them in this form. The 
intense demand for short-dated securities, and 
the firmness of the market in long-dated securities 
are alike evidence of the weight of money seeking 
investment. But inflation in the prices of govern
ment securities is a form of inflation which the 
Treasur)' can regard with equanimity, indeed with 
satisfaction, provided it can be prevented from 
spreading in less desirable directions. Here the 
facts of war have been reinforced by legislation. 
Industrial securities have been robbed of much 
of their attractiveness as inflation hedges, on the 
one hand by the risks of air-warfare and on the 
other by E.P.T., and though a small fraction of 
their equity has been restored by the promise to 
refund 20% of E.P.T. (less income tax) after the 
war, investors do not yet seem to have become 
more willing to buy them. Overseas investment 
is strictly limited by the Exchange Control.

Direct investment in new domestic dur
able goods is usually rendered impossible by 
the control of supplies, and in existing goods 
frequently unattractive by the risk of damage. 
There remain certain highly durable existing 
goods, such as some forms of land, and in these 
signs of rising prices are not wanting. But these 
price rises as yet cover so narrow a field that their 
results are not likely to be serious.

In his budget for 1941-2, the Chancellor,

after allowing for the increased yield of taxauun 
at the present rates, for the clTccl  ̂ o f ihc 
and Lend Bill, and for a surprisingly high esti
mate for receipts from overseas apart from the 
Lease and Lend Bill, plau-d ihc ‘ mflaiionary 
gap * a! about £500 -Mn.

I vHi.i: y\
l U  i M i K l  J > I I M . M I >  i m  V

l u t i m a u J  lU p fn J i tu r f
i .S m o iii t t*  rtNM-ivi <1

Mini I « r |n l  A(*U
£  .Mil. t:  M l.

11\ criM 'aa ti(JU
1 . . .  . . .  S700 % t i i u r  o n  <

l a s a
h%\ Mig- i t t j j

* t U | i
57S6

464

i W 4J0U

This gap he proposes to fill, to the extent of 
£ 125  Mn. in a full year and £96 Mn. in the 
present year, by raising the standard rate of 
Income Tax to 1 0 s . ; and to the extent o f a 
further £ 12 5  Mn. in a full year and £54 Mn 
in the present year by reducing the Personal and 
Itarned Income Allowances. These latter deduc
tions are, by an ingenious adaptation o f the 
‘ Keynes* Plan,’ to be re-credited after the war 
up to a maximum o f £65 per annum for any 
one taxpayer. For the closing o f the rest o f iJtc 
‘ gap * the Chancellor rehes on a still further 
increase in voluntary saving.

It should be emphasised that m existing 
conditions, the emergence of an implicitly in
flationary situation w'ill probably be seen, not m 
an obvious rise in prices, but in an increasingly 
wide extension of the system of rationing and 
other limitations on the use o f money. It U just 
as possible to raise forced loans from the public 
by giving them money they cannot spend as by 
taking from them pan of the money they would 
otherwise have received. Whether the offer of 
money which can be spent, if at all, only after 
the war, would continue to provide an adequate 
economic incentive for increased exemons, and 
whether it would have to be supplemented by 
more direct incentives, beneficial or penal, are 
questions which cannot be answered in advance. 
It is dear, however, that great limitations on the 
use of money may in some eases give rise to 
almost as great a redistribution of wealth (for 
instance, between debtor and creditor) as in
flation itself, while at the same lime not pro
viding that additional incentive to personal 
exertion which rising prices often provides. It 
is therefore to be hoped that the proposals of 
the Chancellor will be adequate to dose the 
* gap * not only in appearance but also in faa .
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STOCKS & SHARES
Industrials

H^5
^ / c «

Sn  S .2
S ' i d  
•s'-® SCO ^  ̂

Fixed
Interest

% % %
1924 AV....

1929 A v .... 139 —

1933 A v.... 
1984 A v....
1935 A v....
1936 A v....
1937 A v....
1938 A v....
1939 A v....

1937
J U L Y .........
A U G ..........
S E P T . ...
O C T ..........
N O V .........
D E C ..........

1938
J A N ...........
F E B ...........
M A R.........
A P R ..........
M AY .......
J U N E  ...

100

96-3

124-4 
132-5 
136-2 
136-9 
12'/ -7 
126-6 
116-3

+

135
128
120
129
123
118

+

JU L Y . 
A U G .. 
S E P T . 
O CT. . 
N O V .. 
D E C . .

1939 
JA N . . 
F E B . . 
M A R .. 
A PR . . 
M A Y  . 
J U N E

126-1
126-0
125- 2
126- 1 
129-0 
128-2

80-7
75-7
73-6
73-2
78- 4
79- 0 
86-2

79-3
79-5
79-9
79-4
77- 5
78- 1

129-8
129-8
127- 0
128- 6 
127-6 
127-6

77-1
77- 1
78- 8
77- 8
78- 4 
78-5

+

— 0-5 
+  0-7 
+  9-4 
— 10-0 
+  3-2
— 0-5

130-1
128-6
121-2
123-7
123-8
121-7

76- 9
77- 9 
81-0 
80-9 
80-9 
82-3

JU L Y . 
A U G .. 
S E P T . 
O CT. . 
N O V .. 
D E C ..

1940 
JA N . . 
F E B . . 
M A R .. 
A P R . . 
MAY’ . 
J U N E

115
118
106
104 
106
105

+

121-4
119- 2
120- 5 
114-5 
116-2 
117-2

82- 5
84- 2
83- 2 
87-6 
86-1
85- 6

104
106
109
106
97
82

116-7
115- 7 
llT 2 ° i 
111-0
116- 0 
116-6

85- 9
86-  6 
90-0 
90-1 
86-3 
86-1

JU L Y  
A U G ., 
S E P T . 
O CT. . 
N O V ... 
D E C ...

1941 
J a n .... 
KEB. .. 
M A R ... 
A P R . ..

120-1 
124-9 
124-7 
123-9 
122 8 
119-3

83-3
80-2
80- 3 
80-8
81- 5 
81-3

MONEY*

a s

%
iOO 1 2-43

104-0 4-57

FINANCE.
NEW

CAPITAL
ISSUES

for
U.K.

£  Mu. £ M n .

OTHER BANKING.

Bank of 
England.

£Mn
7-4 ' 1T2

£Mn. £Mn.
390“

V> CO ec 0 2  o « *
0 ^ 2  O o «• — ̂  o X o

5-31 13-3 7-9 62 50 361

371
378
394
432
479
485
507

£M n.: £Mn.
~  242

£Mn. i;Mn

T R E A S U R Y  
B IL L S .

1632 791
£Mn. £Mn. ,

159 601"442

1762 226 974 242 10-7 5 5 3  521

1914
1842
1961
2104
2172
2161
2129

352
228
264
312
276
274
246

746
740
755
825
910
930
943

519
543
598
598
607
593
564

10- 9
11- 3 
10-8 
10-3 
10*3 
10-6 
10-9

3 9 0  
40 2
38- 5
39- 2 
41-9
43- 0
44- 3

582
473
473
576
£60
547
488

239

327
377
393
225
229
330
582

760

909 
850 
866 
801 
789
887 i l  

1070 1
rl

493
498
488
490
481
502

123
106
119
104
88

109

482
474
479
497
482
486

2178
2168
2172
2197
2193
2213

277
272
276
291
292 
294

925
924
928
939
942
934

602
600
596
595
£90
591

10-3
10-3
10-4
10-1
10-2
10-5

42-4
42-6
42-7
42-7
42-7
42-3

548 ! 307 
558 ‘ 303 
573 ! 291 
5S5 299
612
622

290
305

2212
2165
2140
2153
2147
2184

323
281
234
243
274
284

920
934 
949 
948 
936
935

592
589
590 
594 
587 
586

10-8
10-7
10-9
10-9
10-2
10-8

41- 6
43- 1
44- 3 
44-0 
43-6
42- 8

612 : 309

855
861
864
894
902
927

557 277
517
522
570
580

I

-4
488
483
479
496
479
495

2193
2183
2154
2140
2131
2135

295
298
283
261
265
243

934
925
923
923
915
920

589
598 
602 
602
599 
592

10 6 
10-5 
10-3 
10-4 
10-4 
10-8

42-6
42-4
42- 8
43- 1 
43-0 
43-1

568
555
537
526
517
507:

284
307
278
311

118 I 
111 ' 

106 
98 

100 
too

120- 9
121- 7
121- 9
122- 9 
126-0 
126-6

83-1
82-6
82-4
81-8
79-5
79-0

1-09
1-05
1-03
1-03
1-03
1-03

i
2-7 0-4

102
106
114
115 
106 
103

476 
473
477 
490 
495 
495

2112
2060
2038
2040
2052
2101

248
206
186
178
194
241

922
930
941 
946
942 
942

581
573
567
5o7
561
557

11-2
11-2
10-8
10- 7
11-  0 
10-6

43- 6
45- 1
46- 2 
46-4 
45-9
44- 9

449
381
351
394
429
469

508
512
553
535
528
545

2122
2127

»  4  ♦ + 128- 3 
128-6
129- 1 
129-5

78-1
78-0
77-6
77-4

1 03 
1-03 
1-03 
1-03 
T03 
1-03

0-2

1-03
1-03
1-03
1-03

527
532
535
537
546
5 .8

2160
2206
2221
2313

2285
2244
2239
2233
2288
2341

934
937
5:62
961
944
951

10-5
10*4
11-8
11-0
10- 5
11-  2

494
510
£00
531
605
740

374
340
325
328
394
372

947
949
954
935
916
913

568
565
567
573
589
592

10-0
10-5
10-5
10-8
10-7
10-9

41- 5
42- 3 
42-6 
41-9 
40-0 
39-0

785
806
761
701
685
740

302
303 
334 
384 
407 
465J

921
834
801
829
848
891

525
502
503 
512 
610 
542

563
571
652
700
696
706

870 
858
871 
910 
924 
972

974
883
854
906
939

1011

1057
1081
1152
1231
1301
1446

690
626
674
708
722
842

609
614
609
598
594
604

2328
2355
2466
2627
2566
2658

403
416
387
361
327
254

883
872
889
886
876
857

612
636
652
677
697
724

38-0
37-0
35-0
35-1
31- 2
32- 2

826
836
836
840
845
t t

603
602
608
622

2617
2571
2625

258
203
187

325
315
359

864
854
862

741 10-2
762 10-5
767 10-4

33-0
33-2
32-9

845

907
1043
1085
1146
1239
t t

1341
845 1369I t t
865 1370

1475
1432
1435
1409
1407
1582

i+

1733
1879
1921
1986
2084
2152

2186
2214
2212
2235

• Bank Rate 2% to 24th Aug.; 4% to 28th Sept.; 3% to 26th Oct., 1939 ; 2% since.
•• prelusive of Investments in Affiliated Banks. ® Official Minimum Prices.

Inc, figs, for Union Bank Manchester Ltd., incorp. in Barclays Bank Ltd., 1st Jan. 1940.

J D ec . 1 0 th .
For Table of Exchanges see p. 47.

I Includes Whitsun.
t t  Not available.

S T O C K S  &  S H A R E S —

N E W  C A P I T A L  I S S U E S —

B A N K  O F  E N G L A N D -

P R I N C I P A L  B A N K S —

T R E A S U R Y  B I L L S —

M O N E Y —

Index Nos. of Prices and Yield as percentaee of 1924 lerel; on 15(h of month. For end of month figures 
let  Supplements.
Sensitive Index.—Geometric Mean of monthly percentage changes.
Issues during month in Gt. Britain (a), for U.K. (hi. for Abroad, excluding Goremment loans, etc.—As published 
bv THE Mini,ANT) BANTn. LTD. 1840 Slx-monthS* totals.
Deposits. llth-17tb of month.
Bank Notes and Currency Notes In circulation llth-17Ui of month. Issues amalgamated. November 22hd. 1928. 
“ Current Deposit and other accounts, etc. Before September, 1989. averages for the month of 9 clearing banks 
(l.e.—excluding the National Bank. Ltd., and the District Bank), afterwards, data for last making up day of 
the month.—As published by THE MIDIAND BANK. LTD.
Up -to June, 1940 llth-17th of month, thereafter end of month.

Issued by tender. Total of Bills issued by tender during 13 weeks preceding date of E^xchequer RetuTD. 
Otherwise Issued, Total of Treasury Bills In existence less those Issued by tender 
Day-to.Day Rate and 3 Months' Rate. Averages for week ending 15tb of month.
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PRICES AND WAGES.
♦

n f'4.

0
15

1 e ••
1
1 Hi
4 /

S c

’i
i &
•
1

&
M!

1 r.
k/» w
5
1 r.
1 si:
1 SI.11 ?B
.

SIl
. 66

\t 901
) ss.t i:u

1 IT,
. ICO
1f Uii
1 1231
1 a i

1M6

1415
145
I4i5

k 14C8
14Ĉ

1 150

!1TS
11879
! l 0

2152

m
1223S,

;  ̂ .

1994 Av... 
1929 Av... 
1998 A^...

Prlo* o(
Qolil.

I . por 
tin* ox.

«5'OTt
84 951

l24-87t 
137651 
142101 
140291 
140 76t 
14249 
164-99

1984 Av...
1990 Av...
1996 AV...
1987 Av...
1988 Av • ««
1939 Av...

1987
J A N ......  14160
F liH ......  14209
M A R ...... 142-43
A l’UlL.... 141-61
M A Y .....  140 60
J U N l i....  140 54

J U L Y ..... 140 17
A U U ......  139-45
S l iP T ....  140 47
O ir r ......  140-42
N O V ......  14018
D K C ......I 13984

1938
J A N ...... I 139-67
FBH.........
MAR........
APRIL ...
MAY........
•lUNB... .
JU L Y .......
AU(J........
S E P T .......
o c r .........
NOV.........
DBG.........

1939
JAN..........
PER.........
MAR........
APRIL....
MAY........
JU N E .....

139-73
139-62
13991
139- 87
140- 61
141- 19 
142 57 
144-47 
146-45 
146-83 
148-95

148-62 
140 33 
148 23 
148-50 
148-47 
148-49
148 49 
148-56 
168 00

JU L Y
AUG..
SEPT.
o crr .........1 189001
NOV.........  l6800i
DEO.........  i6800§

1940
JA N ........ 1 169-00§
FEU .........  168-00
MAR........  168-OOi
A P R IL ... 168-00!
MAY ......  188-001
JU N E .....  168-001
JU L Y  .. .. 168-'
AUO......... 188 001
BKPT......  168 00
OUT.........  169-00
NOV........  168-00
DEO.........  16800'

1941
JA N .........  168-005
F E B .........  168-OOS
MAR........  168-00 '̂
APRIL ... 168-00

Bar
Sllvei- 
(Cath).

d. por ox

34-0 ~
24 5
IB I 
2T4 
29 0 
202
20 I
19- 6
20- 5

21 2 
20 I 
206 
20-9 
20-4 
20-0
20-1
199
199
20-0
19- 7 
18 8

198
20-  2 
203 
188 
187 
189
19-3 
195 
19-5
19- 7 
19 7
20-  1

20-3
20- 3
20-6
200 
20-1 
198
168 
171 
314S 
229 
234 
23-4

220
21-  0 
20-6 
20-7 
217 
23-3

WnOLl£«ALE.

Board of Trad* Iiid«x No*.
Material*

21-7
23-3
23-4
23-4
23-3
225

23-3

23-4
23-5

82 2
61 6 
63-5 
64 0 
67 9 
7B-2 
72-9 
74-1

740
74-7
77- 2
78- 2 
79 
79

t  Avorago of daily quotation* for year.

6 H  
64 8 
660  
69,9 
778 
74-1 
74-4

750
760
76-8
77-6
77-5
V I

802 78-3
80 1 782
79 9 70 9
79-5 80-2
70-0 79-5
77-4 79-5

775 79 9
76-1 78-7
74-8 70 0
741 7H5
73-4 76 4
72-4 75 6
72-3 74 4
715 72 1
707 69 9
71 2 705
70-7 69 0
706 60 8

69 9 70 4
696 69 3
69-4 685
69-9 690
70-3 . 69 9
70 5 69-9
700 69 5
70-8 686
75-9 77-0
79-7 83-2
B5'3 885
87-9 899

90-3 93-5
92-4 962
931 95 4
950 95 6
961 . 97-5
96-6 i 991

100 4 i 
100-7 '

102 3
103 1

101-4 1 106 2
102-6 i 108-9
105-6 108-9
100-8 ; 109 91
107-5

1
1 U O l

107-8 1098
108-0 1099

00 7 
62 4 
62 7 
60 / 
780 
72 I 
738

720
74 2 
77-1 
78 5 
80 3 
BO 5
80 8 
80 7 
80-2 
70 8 
76 9 
760

75 9 
74 4
73 0 
72-7 
7T6 
70 6
70 9 
70-9
70 8 
7T5
71 4 
70 8

69 3 
G9 4 
690  
697 
702
70 5
70 9
71 1
74 0 
77-5 
R4 I 
B65

88-1 
90-0 
01-4 
94 2 
94 9 
64-9
990  
09 0 
986  
990 

1034 
1017

106 6 
100 4 
107 4

fliatikt iHau*rb«ok) Index No*

rood. Haw
Materia l*.  ' l -uUl.

% %

73 
72 5 
726 
72-5 
70-5 
71 5

565 
595 
A85 
73 5 
705 
79

64

60 i

i

685 
68 5

W 5  '*: -6 

lio l
l u n h h n ^
101 SAif
1105 H»s
1105 6
107

805
81 5 /  .4
80 • • ♦;• •
IT) 5
0? JLt.5
9.'.

W4 5 U  
94 h t
9.3
93 5
94 :v,
96 5 i

WAtiKW
l i id **

\V«ah)«
*««»
%

100‘

l i o i
i n ]

835 S iS  \ 03 1105 5 08 5 R.V 119
80 K*S 1 96 , 94 5 IIOT 07 5 A U H
896 far A ! 

Ut A 1
08 04 5 ItOB RC 4 90 r*v

: 90 96 05 IlOO 5 ffC 101 :r' 120
90 :a OB-5 05 6 h n  5 101 5 1 »
92 995 07 IU2 101 1X>|

92 ut S 1 too 07 |n2 5 7 / / A 1005 121}
92 101 5 OB IU2 5 U ! 99 us 1244
92 u: 10351

t%

995 |113 m  .4 100 A 1744
174}

»  n o r m a l  i e a b o n a l  o h a n o k  r k m o v k o
I  Bank of Lnsland  Official Ita lf

*  r>*c«1Db*r. Itt*

P R IC E  OF GOLD—  

P R IC E  OF S I L V E R —

ifer*i« fLondont eric* rer fin* ot. for w**! *«i<jina lltb ef — M -ilN n iltPT

Arerai* (ca<b) ert** of bar iUr«r for «r«k *d«1'dc lltb  of aoatA > IXO NO Vn*^

BOARD OF TRADE IN O EX —OcORiftrlc Mean of Wholnalr Prl'** lar*r*|r« for BMitbt roairnr^ittM t i ‘-rr««'att af IF I I  •<•***•
Otird on or« indtx flrit publUbed to Jecuar?. U U .-U O A t lD  O f m A P E  jnpnNAt.

STATIST (SAUERBECK) Arfr*** wbniMtlf prtr«* of 19 foodrtuiT* *od U  ra« DatrrlaU oa la*i dar of akoatb. *i
IN D IC ES— or STATIST.

COST OF L IV ING  IN D E X — MlnPtrr of tabnur'* Indrx I9?t tn «*r ••'f^*a»n'n* aa '**r*« )
lUiotf pm alm t In worklnx.rl*** M orv Auf. It it .  For )*t <4 antitli. but t)ao««)
oooib— rradlo* for lU rrb l»t (r «>)n«T) tta.n*t Frbruarr -le rky-tniai* naamniwi* m ta

if.* aoiidaH) (K
m*itai "  MkAkt

RETAIL FOOD PRIDES— A* abort, for food oalt
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Coal.

1924AV...I
1929 Av..„
1983Av...
1984AV...
1986AV..
lB86Av...
1937 Av...
1938AV...
1939AV...

1937 
J U L Y
AUG.......
S E P T . ...
OCT........
N O V .  . . .
D EC .......

1988
J A N .......
P B B ........
MAR.......
A P R .......
M A Y ......
JU N E ....

•  «  I

JU L Y  ... 
AUG. ... 
S E P T . ...
OCT.........
NOV. ...
D E C ........

1939
J A N .......
F E B ........
MAR.......
A P R .......
MAY.......
JU N E  ...
JU L Y
AUG...
S E P T .
O C T ...
NOV...
D E C ...

1940 
JA N ...  
F E B .. .  
MAR... 
A PR IL  
M AY... 
JU N E  .

♦  •  I

«  •  I

JU L Y  
AUG. 
SEPT .
O C T .......
NOV.......
D E C . . . . . .

1941
JA N ........
F E B ........
MAR.......

/

OUTPUT AND INTERNAL ACTIVITY.
OUTPUT. RETAIL SALES.

Pi e  
Iron. I Steel.

Tons Tons

000 000

Elec a
tricity. '

<
Mn.

Mn.
Units. lbs.

<fj

21-2 520 641 ' 508 2-11
20-7 581 756 : 858 4-74
16-7 316 551 ’ 1130 7 0 117-8 : 458 694 , 1289 7-76
18-0 495 775 1464 10-32
18-3 586 912 1685 12-11
19-4 ' 651

1 1019 1909 12-90
18 6 620 817 ’ 20311

1
11-69

17-3 1 669 951

1

1588

k

14-60
18-8<» 645 945 , 1629 10-80
19-2 678 1066 i 1752 14-40
19-6 ' 695 1061  ̂ 2029 13-57
19-9 , 711 1080 2285 1  13-72
2 0 1 1 707 1056 2497 11-83

20-3 : 6881 1050 2382 12-51
20-6 1 693 1058 2145 1 2 1 9
2 0 0 645 982 2111 13-27
18-5S 617 961 1849 10-56
18-1 571 877 1854 13-38
17-4° 506 742 1612 1 1 1 1

16-6 459 640 1656 11-64
17-1® 401 604 1679 9-31
17-4 401 692 1872 11-78
19-1 424 800 2195 11-75
18 8 431 789 2346 12-41
191® ! 403 614 2675 10-39

19-2 452 744 2704 11-82
19-7 516 971 2334 12-4819-6 545 1030 2508 15-50
lQ-3§ 668 1136 2046 13-44
19-2 625 1116 2068 15-72
18-4 668 1078 1912 14-92
17-5 671 1079 1918 16-38

0
1

C
0 sil - _ *C *-.2
e  ® ? 
0 a <
^  0̂ P> CO 0:;:

S w ̂  
Wro g
0 b S

0 a 0 s
^  S o

Mn*
£ 000 Gallsa

SE=
RAILWAYS.

bfi X
OJ d

Freight TrafBc. 
Standard Gauge Railways. 

Weight. I Re-
.fS ' ceipts

O 09 All
Goods

000 tODSs £ M n

7 1 1
1743 651 

1722 545
9 0 1
96-4

101-3
105-3
109-8
112-5

18-9
23-0
25- 3
26- 0 
22-9 
18-2

1270
1329
1335
1362
1442
1325

8-89

8-91

6-23
6-57
6-62
6- 93
7 -  29 
6-78

128-1
120-1
117-9
108-9
103-6

99-7

27-9
16-3
20- 3
21-  0 
20-6 
25-8

386
422
442
442
429
412

1244
1370
1446
1439
1515
1558

434
463
470
487
498
462

6 4041 
7-11 
7-46 
7-87 
7-99 
7-49

98 99 98
76 102 89
84 102 1 93

103 110 i 107
100 103 1 101
105 107 106

109 102 ' 105
77 99 88
89 102 : 96

103 103 ! 103
102 102 ' 102
154 122 138

98 98 98
79 103 91
86 105 96

103 113 108
109 112 111
100 105 103
107 106 107

83 103 94
103 114 1 109
106 113 109

98 108 103
146 125 136

100 104 '̂ 102
83 107 : 95

100 115 ' 108
106 114 ; 111
113 118 115

99 110 105
106 118 113
101 108 104
110 101 103
128 107 117

99 107 104
137 126 132

91 n o  1 102
84 111 1 98
98 113 1 106

97-4
92-4

108-8
119-9
1 0 9 7
121-4

24- 9 
1 9 0  
35-5
25- 6 
24-6 
22-6

127-7
127-9
133-8
102-4
105-4
101-6

20-8
14-6
17-1
20-0
23-6
26-0

375
392
400
382
366
345
3 5 2 t
324
350
375
390
374
360

1457
1536
1498
1296
1254
1184
12094
1069
1199
1289
14^4
1373
1437

98-7
96-6

117-9
121-4
121-5
130-1

440
458
460
413
398
356
3474
293
314
316
344
359
320

7-19
7-55
7-67
6-93
6 7 5
6-26
6-26 '
5- 58
6 24
6- 76
7 17 
6-98 
6-74

27- 3 
23-5 
29-3
25- 6
28- 3
26- 5

344
376
398
388
422

1436
I486
1443
1374
1458

298
3S4
374
368
416

fi-72
7-22
7-37
6 - 97
7- 55

137 
133
138 
146 
178 |l 
168 '

180
167
168 
175 
177 
240

§ Ex Bank Holiday " Four weeks excluding holiday week. H Alterations in postal rates May ls"t
T 13 four-weekly re^rn s for the year. . Four weeks to Dec. 25th in 1937, 26th in 1936.

The four-weekly senes ends on Dec. 21th in 1938, and recommences at Jan . 1st. 1939.
OUTPUT— CO AL..........

P IG  IRON, S T E E L
INGOTS & C A ST IN G S  

E L E C T R I C I T Y -  
A R T IF IC IA L  S I L K -  
R E T A IL  S A L E S —

POST O F F IC E  R E C E IP T S —  
MOTOR S P I R I T -  
NEW  R E G IS T R A T IO N S —  
R A IL W A Y  T R A F F I C -

W E I G H T  .............................
BECEIFTB ................

a p p ro x im a te ly  a t  e n d  o f  m o n th .— B O A R D  O F  T R A D E  JO U R N A L .
F E S r o l r i O l I f f o u r - w e e k  m o n th , b a s e d  upon m o n th ly  fig u res  Is s u e d  by th e  B R I T I S H  IR O N  A N D  S T E E L

O u tp u t o f  a u th o r is e d  u n d e r ta k in g s .— E L E C T R I C I T Y  C O M M IS S IO N
fro m  E x c is e  S t a t i s U c s .— B O A R D *  O P  T R A D E  JO U R N A L .

V  te le r t io n e , s a r in g s  b a n k  a n d  p o sta l o rd e rs .— B O A R D  O P  T R A D E  JO U R X A la .
^ t e r e d  f o r  h o m e  c o n s u m p tio n .— B O A R D  O P  T R A D E  JO U R N A L .

C a r s  ta x e d  o n  I I . P .  In  G r e a t  B r i t a i n .  M in is tr y  o f  T r a n s p o r t  R e tu r n s .

d u r in g  th e  m o n th , e x c lu d in g  fre e -h a u le d .
♦  •  •  •  V  «  « «  M  V  a  ̂  a *  a  a j  ̂  •  | ^  a  a  a a  •  •  m  j  g

r « Je lp t«  fo r  e o U e o t lt *  a n d  fle llrp T r — ^ f T N I S T R Y ” O F  T R A N S P O R T .

46

until 1 9 3 4 , In  o th e r  y e a rs  e x c lu d in s

' i

c  *4;

puis

{,» I

195*
ja5-
FEB-
JUB.

JC>'B 

jCVi
a c g . 

5BP- 
OCT. 
KOV.
d e c .
1151 

JA S. 
FBB. 
lUR
AVR-
MAY
JUSB

JOLY
m .
SEPT. 
OCT. 
NOV. 
DEC. 
1955 

JiN . 
FEB. 
MAR. 
APR. 
MAY 
J0.VE

n-w
74-S
751»
73-4T
T61*

fo-ee
?6-33
76-T* ?

106^9
105-11
105-U

2

105-U
105-U
136-31
109- 31
110- 32 
110-82

130-54
152-85
140-37
147-sn
14719
147-16

149-M
152-87
1 » «
I6 }«
175-14
m n

JCLV
.iro.
SEPT 
OCT. 
NOV.
DEC. 
19» 

J I V .  
FEB. 
MAR. 
APR.
m
JUNE
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RECENT MOVEMENTS UNITED STATES.
communicated by Miss DOROTHY W ESCOTT
the Review of Economic Statistics, Harvard University.

March Stĥ  1941.
G E N E R A L  SU R V EY .—Stimulated by the 

increasing momentum o f the national defence 
programme, general business activity in the 
United States this year has held at the high 
levels attained in the second half o f 1940; the 
seasonal decline that customarily occurs in the 
winter months has failed to appear. Defence 
expenditures in January amounted to S570 Mn., 
compared with S200 Mn. in August; and if 
the total expenditures o f 86,500 Mn. estimated 
for the fiscal year ending June 30th, 1941, are 
attained, the monthly spending for defence during 
the five months February to June will average 
over S800 Mn.

Those industries closely connected with the 
national defence programme have shown the 
widest expansion; and the predominance of 
defence measures in industrial activity becomes 
increasingly great. The first step taken by the 
government to assure priorities for defence orders, 
in preference to civilian requirements, was taken 
on February 24th when the Office o f Production 
Management subjected machine-tool builders 
and aluminium producers to an industry-wide 
compulsory priority status. The expanding 
industrial activity has resulted in pronounced 
increases in employment and in consumer in
comes, developments which have been reflected 
in higher retail sales throughout all sections of 
the country.

Wholesale commodity prices in general ad
vanced a little in January, but in February a 
small net decline occurred. This decline was 
due to lower prices for agricultural products; 
price movements among industrial products were 
mixed, with prices for the group as a whole 
showing practically no change over the month. 
Stock and bond prices declined in both January 
and February, stock prices falling to the lowest 
levels since last summer and bond prices dropping 
back to the levels of last October.

BUSIN ESS V O L U M E S . —  The adjusted 
index for bank debits in centres outside New 
York City (a measure of business activity in 
general) remained in January and February this 
year at the high level attained during the rapid 
advance o f the final quarter o f 1940. Electric 
power production, which also reflects changes in 
general business, likewise has held close to last 
year’s high level, although some decline in the 
adjusted index has occurred since December. 
The volume o f industrial production rose in 
January for the fifth consecutive month, the 
seasonally corrected index of the Board of 
Governors o f the Federal Reserve System reach
ing 139 (% o f 1935-39)* The greater part of this 
rise has been due to substantial increases in manu
facturing output, particularly output o f the 
durable-goods industries. Since mid-1940 the 
durable goods index has risen from 131 to 169. 
Increases have been especially marked in those 
industries manufacturing machinery, aircraft, 
ships, and similar products important in the 
defence programme, and the rate of output of 
industrial materials, such as steel and non-ferrous 
metals, has risen close to capacity. Lumber 
production also has been large, reflecting demand 
from the construction industry, partly as a result 
o f greater activity under the defence programme 
and partly because o f increased private building. 
Automobile production, which usually shows a 
seasonal dechne during ± e  winter, has been 
maintained in substantial volume, the January 
index rising to 149 (% of i 935"39)* The rapid 
increase o f recent months has been due in part 
to a large volume o f retail sales and in part to 
the industry’s efforts to build up dealers’ stocks 
of cars on hand, against the possibility that 
priorities on defence orders may necessitate cur
tailment o f automobile output.

While industrial operations have continued at 
high rates in recent weeks, many lines of pro
duction may well fail to show the seasonal 
expansion customary in the late winter and spring 
months of the year. Such a development would 
not be unexpected, since some important in
dustries have been operating close to capacity 
for many weeks, and ffirther expansion would be 
contingent upon increased production facilities.

The January index for production of non
durable goods, while three points below the 
index for December, was higher than in any 
other month o f 1940. Output of cotton textile 
goods continued to increase, but the rise from 
December to January was less than usually occurs 
between these two months and therefore the 
seasonally corrected index declined. Production 
at wool-textile and silk mills dropped more than 
seasonally, while rayon output showed about the 
usual seasonal decrease. Despite the dechnes in 
the seasonally corrected indices for various
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branches of the textile industry, activity in the 
industry as a whole has been maintained ui an 
extremely high rate; the January index for the 
group dropped only five points, from 139 to 134. 
Textile mills, particularly those manufacturing 
cotton and wool goods, arc reported to have a 
substantial volume of orders on hand, reflecting 
both defence orders and considerable civilian 
demand. Shoe production in January showed 
less than the usual seasonal increase, following 
a high rate o f output in the late months o f 1940 ; 
and the data available for manufactured food 
industries indicate that declines, instead o f the 
usual advances, occurred from December to 
January.

The rapid increase in manufacturing output 
has resulted in large increases in factory employ
ment and payrolls ; the January indices for both 
these series were the highest o f any January for 
which records are available (1919 to date). The 
Bureau of Labor Statistics reports that the 
number of workers employed in non-agricullural 
industries in January was 1,868,000 greater than 
in January, 1940. The three groups that ac
counted for 86% of this increase were manu
facturing industries (42%), construction in
dustries (32%), and federal, state, and govern
ment services (12%).

Department of Commerce reports for Decem
ber indicate that total new orders placed with 
manufacturers continued in large volume, with 
orders for durable goods showing a further sharp 
increase while those for non-durabic goods 
dropped moderately. Despite increased ship
ments of durable goods, unfilled orders continued 
to rise substantially. Manufacturers’ inventories 
increased in each month o f the second half of 
1940 ; and for the entire year, the value o f stocks 
increased more than $1,250 Mn., compared with 
an increase of 8750 Mn. in 1939. The Depart
ment of Commerce, commenting on these 
changes, states that “  whereas the 1939 ac
cumulation was largely the result of a speculative 
or protective movement, much of the increase in 
stocks during the last three months of 1940 is 
attributable to the need for increased working 
capital to expand production for the defence 
programme. None the less, a rise as large as 
that which occurred in the closing months of 
1940 is hardly possible without substantial stock 
accumulation of a protective and speculative 
character,”

Income payments in December were the 
largest of any month since October, 1929, chiefly 
because of year-end dividend and interest pay
ments and a substantial increase in wages and 
salaries. Although seasonal decreases occurred 
in January, the decline in total payments was not

as large as usual and the seasonally adjusted index 
advanced further. 'I'hc higher incx)mc paymenit 
have been reflected in retail trade. Dcpanmcni 
store sales, after seasonal cx)rrcctions, in recent 
months have been the highest since 1930; the 
b'ebruary index, at 102 (%  >923-25), was 13%
above the index for I'ebruary, 1940. Sales of 
chain stores and o f mail-order cxniipanies also 
have been substantially greater than a year ago.

Increases in freight car loadings in rec'ent 
months have been due to larger loadings o f mis- 
c'cllaneous products (chiefly industrial materials), 
ore, coal, forest products, and small-lot ship
ments (mainly products ready for consumption); 
seasonally adjusted loadings o f grain and o f live
stock have been smaller than they were last 
summer. Export trade o f the United States in 
January was c'onsiderably less than in January 
a year ago, and it also w'as below the average for 
the entire year 1940. The value o f agricultural 
exports was about one-fourth that o f Januar)', 
1940 ; non-agricultunil exports were 15 *0 greater 
than a year ago, mainly because o f sharp increases 
in exports o f aircraft, machinery, and iron and 
steel products. Among imports, a drop in non- 
agricultural products ŵ as responsible for the 
decline o f total imports in Januars' this year 
compared with Januar>*, 1940; agricnilmral im
ports, particularly rubber, w w l, colTcc, and 
sugar, increased.

In the construction indusir\', Ixiih privately 
and publicly financed projects have contributed 
to the higher rate o f activity this year. For 
Januar)* and b'ebruary the value o f total contracts 
awarded was 45% greater than in the corres
ponding period of 1940, with all classes of 
construction sharing in the advance. The largest 
percentage increase (69” o) ocvurrcd in non- 
rcsidcniial building, particularly const ruction of 
commercial and manufacturing hutldings. The 
gain in residential building also was considerable 
(49%)> and public w’orks and utilities likewise 
showed substantial, though less pronounced, 
gains (i2"o and 2 1 %  respectively).

C O M M O D ITY  PRICES.— Since the end of 
last year the movements of wholesale commodity 
prices have been mixed, the general price index 
of the Bureau of I^bor Statistics rising a little, 
from 79.9% (of 1926) for the week ending 
December 28th to 80.5% for the week ending 
March isl. The group index for textile prt>ducts 
has advanced fairly steadily since December, but 
for most of the other groups the upward move
ment evident in the fourtli quarter o f last year 
was halted in Januar)*. By the middle of Febru
ary indices for farm products, foods, liiJcs and 
leather products, and building materials were
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FINANCE, PRICES.
Basic Series Bank

Debits
F .R .

Banks F .R . Member Banks IN TER EST
RATES

CO CO w 2

§ I
n £

% of lO.Mn. 
Dec.’24 9 %

m

Qi

% I 10 Mn. $ Mn. 8
1924 Av.

(fi
93 m

l/t

10 Mn. 8
286 3'90 3-74 1 2196 1901 i 374 544 1720

Mn. 8

1929 Av. ...149 0 386 5-85 7-691 5021 2768 950 449 2260

1933 Av. ... 45-8
1934 Av. ... 52-5
1935 Av. ... 57 8 
1986 Av. ... 79-8
1937 Av. ... 77 0
1938 Av. ... 59'6
1939 Av. ... 61.4

1937
JA N ........... 90-4
h E B ........... 90 8
Ma r c h  ... 90 2
A P R IL .....  83-4
MAY .......  82-4
JU N E ....... 78-4
J U L Y ....... 84-6
AUGUST.. 80-3
S E P T ......... 69-4
OCT...........  62-8
NOV..........  57-3
DEC........... 54 6

1938
JA N ...........  54-6
F E B ........... 57-3
MARCH... 44-2
A P R IL ....... 49'8
MAY .......  48-1
JU N E ....... 58-3
JU L Y  ....... 62-2
AUG..........  60-6
S E P T ......... 60-6
OCT...........  65-4
NOV........... 641
DEC...........  66-2

1939
JA N ............ 62-6
F E B ............ 64-4
MARCH ... 57-0
A PRIL....... 56-6
MAY ....... 60-2
JU N E ....... 57-0
JU L Y  ....... 62-2
AUGUST.. 57-9
hEPT.........  65 9
OCT........... 66-8
NOV........... 63-2
D EC ........... 64-4

1940
JA N ...........  63-0
F E B ............ 63 6
MARCH ... 64-3 
APRIL ... 64-3
MAY ....... .sO-2
JU N E ....... 531
JU L Y  ....... 54-6
AUGUST.. 55-6
SE P T ......... 56-7
OCT...........  58-4
NOV........... 57-0
DEC ....... 57-2

1941
JA N ............ 65-0
F E B ............I
MARCH .. 
A PRIL..... .........

*End of month.

««
184
207
234
265
291
258
274

283
287
293
296
301
301
302 
302 
293 
286 
268
283

260
250
252
254
254
254
260
262
257
257
257
280

262
257
260
265
271
271
280
275
284 
278 
281 
309

281
283
291
292 
305
299
300
295
296 
290 
311 
336

325

1-62
100
0-76
0-75
0-94
0-92
0-69

0-75
0- 75 
082 
100 
100 
100
1 -  00 
100 
100 
100 
100 
100

100
100
100
1-00
100
100
100
100
•94
■69
•69
•69

111
0- 91 
0'57 
116
1- 35 
1-38 
1.38

1-25 
1-25 
1-25 
1-35 
1 38 
1-38
1-38
1-38
1-38
1-38
1-38
1-38

1-38
1-38
1-38
1-38
1-38
1-38
1-38
1-38
1-38
1-38
1-38
1-38

1-38
1-38
1-38
l-3fi
1-38
1-38
1-38
1'38
1-38
1-38
1-38
1-38

1-38
1-38
1-38
1-38
1-38
1-38
1-38 
1-38 
1-38 
1-38 
1-38 
1-38

1-38 
1-38

1349 
1383 
1533 
1741 
1649 
1406 
1428

1910 
1691 
2040 
1708 
1511 
1643
1675
1348
1472
1615
1343
1828

1448
1091
1475
1457
1283
U64
1383
1225
1308
1514
1242
1888

1453 
1238 
1627 
1331 
1417 
1531
1279
1312
1514
1368
1304
1763

1474
1214
1520
1552
1454 
1311
1361
1160
1259
1495
1495
1863

##
1221 1282 
1383 I 36 
1594 
1831 
1959 
1706 
1819

2038 
U62 
2162 
2005 
1929 
2002
2016 
1840 
1864 
1992 
1816 
2083

1760 
1462 
1736 
1660 
1601 
1716
1668 
1602 
1614 
1810 
1704 
2109

1786 
1620 
1821 
1683 
1776 
1868
1768 
1750 
lO-'S 
1903 
1864 
2239

1998 
1734 
1951 
1925 
1966 
1885
1923 
1831 
1827 
2136 
2082 
2433

2133
2457
2435
2434 
2507 
2565 
2584

2433
2433
2433
2494
2531
2531
2530
2529
2529
2529
2549
2567

2565
2565
2565
2565
2565
2565
2565
2565
2565
2565
2565
2565

2565
2565
2565
2565
2565
2562
2523
2435 
2765 
2759 
2640 
2502

2478
2477
2476
2467
2472
2475
2450
2445
2434
2378
2254
2186

494

£ X̂ 03

Cfi

% of 
1926 !Mn.$

569 1117 +  14-6! 5-2 761 283 966 97 1049

1753
1869
1999
2204
2220
2103
2214

2273
2260
2261
2228
2220
2233
2222
2233
2219
2189
2156
2148

2128
2121
2107 
2082 
2073 
2070
2053
2068
2108 
2132 
2135 
2159

2147

460
374
399

1515 2250 4 2184 
2 2184

2153<2
2170
2173
2169
2189
2205
2233
2238
2257
2297
2335

2316
2322
2338
2349
2356
2359
2379
2414
2423
2443
2486
2539

430
440
456
473 
483
474 
463

446
439 
433 
423 
408 
395
388
389
389
390
388 
386

380
376
379
385
384
383
389 
393 
417 
428 
435
440

433
432
437
441 
440
438
445
446 
455 
471 
488 
499

838
1033
1196
1358
1266
1252
1384

1374
1362
1332 
1288 
1268 
1263
1248
1240
1216
1200
1200
1203

1215
1228
1219
1222
1250
1231
1232 
1246 
1281 
1304 
1303
1312

1313
1333 
1M6 
1560 
1360 
1379
1390
1415
1406
1415
1439
1455

1457 
1470 
1478 
1484 
1496 
1514
1529 
1564 
1558 
1558 
1578 
1608

1101

1272 
1460 
1510 
1503 
1733

1552
1557
1543
1528
1542
1530
1498
1492 
1484 
1476 
1464
1457

1444
1451
1436
1444
1458
1493
1502
1512
1538
1569
1582
1609

1605
1604
1603
16-6
1680
1710
1737 
1772 
1821 
1851 
1874 
1886

1895 
1921 
1934 
1952 
1997 
2052
2085 
2088 
2101 
2144 
2189 
2230

+  21-5 3-0 3-08

PRICES

Wholesale 1

0)
)
1t 4̂

0»«■ 93 CD 4+44 U

0
2
'S s  S * CA

B
►

a 0 u 2 0 b J
a
0
V
<

A
a
a
b < b

a
0

a

0
■
0
u

% o t % of
% of 1924 1935-9 1923 1

2566 505 1637 2276 
2632 519 1691 2309

— 14-5 
+  94-6 
+144-9 
+  93-3 
+132-1 
+  164-4 
+297-8

+121-3 
+  120-3 
+  154-3 
+215-8 
+155-4 
+262-0
+175-4 
+104-8 
+145-5 
+  90-5 
+ 221 
+  180

4  2-1
+  8 0  
+  52-9 
+  71-1 
+  52-8 
+  55-3

+  63-8 
+166-0 
+5^0-9 
+562-4 
+177-8 
+240-5

-f 156-3 
+  ̂ 23-3 
+365-4 
+605-8 
+429-4 
+  240-4 I

+278-6 
+259-9 
+326-1 
+  69-7 
+  168-0 
+451-2 i

+236-4 
+201-4 
+459-8 
+249-8 
+435-1 

+  11630
+5200 
+ 351-6 
+334 1 
+326-0 
+330-1 
+  137-2

+ 234-2

1-0 1-0 
1-0 1-0 
1-0 i-o  
10 1-0
1-0 1-0 
1-0 1-0 
1-0 1 0  
1-0 1-0 
1-0 1-0 
1 0  1 0
1-0 1-0 
1-0 1-0 
1-0 1-0 
1-0 1.0 
1-0 1-0 
1-0 1-0

1-0 1-0 
1-0 1-0 
1-0 1-0 
1-0 1-0 
1-0 1-0 
1-0 1-0
1-0 1-0 
1 0  1-0 
1-0 1-0 
1 0  1-0 
1-0 1-0 
1-0 r o

0 1-0 
1-0 
1-0 
1-0 
1-0 
1-0
1-0 
1-0 
1-0 
1-0 
1-0 
1-0

1-0 
1-0

534 1100 100 100 122-8

92 132.5

51-4
65-3
78-7
80-9
86-5
68-5
65-5

167 j 618 
171 ! 562

384 
320 
271 
574

164 I 342
168 188 
146 : 225 
126 : 2C6 
114 ' 136 
114 i 176

122 
200 
246 
352 
220 
513
470
419
238
7̂ 6
396
516

87-5
88
89-5
895
89
89

82-5
81-5
81-5
80
795
80

89-5
86-5
86
80-5
75-5
73

71-5
70
70-5
68-5
67- 5
68- 5

71-5
78- 5 
77-9
79- 6 
85-5 
82 
81-5

83- 5
84- 5
85- 5
86- 5 
86-5 
86-5
86-5
86-5
86
85-5
84-5
84

77
76-5
f-0-5

62-5
61
68-5

81-5
81-5
8T5
81-5
81
80-5

80-5
80-5
80-5
80-5
81
80-5
80-5
80
82

288
451
241
345
190
226
690
281
225
710
439
606

417 
341

81 67 84
81 67-5 84
81 67-5 84

81 69 84
80-5 68-5 83-5
80 68 83
80 69-5 82-5
80 68 82-5
79 66 82-5
79 66-5 82-5
79 65-5 82
795 66 82-5
80 66-5 83-5
81 68 84
81-5 69-5 84

82-5 71-5 84-5

84-1
93-7

100 4
101 3
105 3 
97-8 
95 2

103-1
103- 6
1050
1051
106 1 
106-0
106-3
106- 9
107- 9 
106-5
104- 1 
102-7

90-7 
97-3 ,
97- 5 .
98- 4 :
97- 5 !
98- 2 •
98-5 i
97- 5 !
98- 1 
97.1
96- 2
97- 2
95-8 
94 8 
94-6 
94-2 
G4-0
93- 6
94- 3
93- 5
98- 4 
97-8 
£6-7
94- 9

82-2
84- 1 
87-8
85- 7
84- 5

85- 8
86-  2 
871 
87-3 
87-8
87- 9
882
88-  6 
89-2 
89-2 
88-5 
88-0

86-9
86-1
86-1
86-2
85-7
85-7
85-7
85-3
85-5
85-2
84- 9
85- 1

84-7 
34-4 
84-3 
84 2 
84-1
83- 8
84- 2
84- 0
85- 4 
85-3 
8S-1 
84-6

94- 8 
£6-6 
956 
96 2
97- 0
98- 3
97-4
96- 2
97- 2 
962
95- 9 
97-3

97-8

84- 6
85- 1
84- 8 
850
85- 2 
85-5
85-7
85-4
85-7
85-5
85-5
85- 9

86-  0

t  241 Cities outside New York, adjusted for season. t  National Industrial Conference Board; mid-month. Recent figures provisional.
•*Ex March. Dept, of Labor Statistics. A New Series.

§ Comparable figures not available prior to June, 1937. a Subsequently excluding certain '* other assets>
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INTERNAL ACTIVITY, TRADE, EMPLOYMENT.

Kreigbt Car Loadlne*

Areraga par day 
adjutted (or toaton

0000
cart.

•  •  •

«• »

• • •

1924 Av.

1939 Av.

1938 Av. 
1934 Av.
1985 Av.
1986 Av.
1987 Av.
1938 Av.
1939 Av. 

1987
JAN. 
FEH. 
MAR 
APRIL 
MAY 
JUNK..

JU LY . 
AUG.... 
SEPT .. 
OUT. ...I 
NOV. ...I 
DEO. ...: 

1938 i 
JAN. ...i 
FEH. ...| 
MAR... 
APR. ... 
MAY ... 
JU N E..

JU LY .. 
A U G ... 
sE p r..., 
OUT. ... 
NOV...

241 
256 
264 
303 
317 
254
284

285 
278
337 
324
331
332

341
338 
348 
346 
284 
256

235
215
248
230
232
243

247
272
281
307
274

DE(V ...1 262
1989

JAN. ... 249
FED. ...: 230
MAH . 269
APR. .. 233
MAY ... 263
JUNE .1 278

JULY ..
»

277
AUG.... 306
SEPT.. 336
OUT. ... 364
NOV.... 322
OKU. ... 281

1940
JAN. .. ' 288
FEB. 258
MAR ., 270
APRIL 272
MAY ... 3ri
JUNE . 301

JULY .. 318
A U G ... 336
SEPT... 327
o ( ’r . ... 367
NOV....I 325
DEC....! 296

1941 '
JAN. ... 309
FEB ...

•G

000 cart. %

407 159 42 0 66 6 95 8

441 172 43-2 66 5 U0 8

120
117
120
120
126
132

276 
270 
266 
270
277 
251 
26-6

28-3 
28 0 
282 
28-4 
282
279

280 
280 
276 
274 
28-6 
26-7

26*6
25-4
251
24- 8 
24 6 
24.3

24 7
25- 0 
250
25- 6
263
256

26- 2 
25-4 
25-4 
25-4 
25-2
25- 3

257 
257 
257 
257 
269
26- 0

'25-9
25-2
24-5
24-6
24-5
24- 6

25- 0 
25-2 
25-2 
25-4
25 4
264

335 
37-6
40- 1 
474 
503 
393 
60-0

550 
547 
55 1 
651 
638 
51 4

502 
48 5 
479 
453 
434 
427

41- 8 
397 
395 
367 
36-6 
36.5

367 
36-9
36 6 I
40- 2 '
42 3 
458

46- 3 
429
43 1
42- 3
41- 9 
420

411 
409 
456 
47 8 
608 
55-5

52- 3
47- 7
45- 1
44- 9
46- 1
48- 4

45- 7
45- 2
46- 9 
493
53- 3 
60-2

6
5
1

6
6

1
8
2
9
1

974
982
98- 8 

1007
998 

100 9

99- 2
96- 6
97- 3 
979 
99-7

102-6

104-1
104-4
104-2
104-8
106-4
108-2

130 26 7 61-8 106-2

Hulldiiig
Contract*
Awarded.

480

105
129
164
222
243
266
296

243 
186 
231 
270
244 
318

240 46
313 67
301 60
358 76
302 71
369 96

252 70
220 60
301 52
330 56
308 51
286 49

300 58
312 57
323 66
262 55
300 71
354 92

196 52
201 52
272 51
300 48
329 54
325 59

399 72
415 77
348 73
383 77
380 91
456 115

305 81
270 71

•

ProduoUon.

%of 
1094 0

111

89

1999-6

99

TuUl.

IiiduatHal PioductloB. 
K. U. ltd. ludlM*.

Maiiufartuia*. 
Ad}ti*led tiidtce*.

Minvr
aU.

101
102«

• Prnriclonal.

466
420

. tom.
I .

345

000 1 

300

\  uriflB&9. 1 

82 82 81

%  o t  

112

1W6 V. 

90 03
1

69 376

.6

301 96

514 436 n o n o n o 153 133 139 107 450 306 106

214 161 69 69 66 46 56 50 76 157 121 73
243 229 75 76 74 57 65 71 80 176 )38 ba
318 330 87 87 87 76 82 1(12 80 167 171 , 91
446 371 105 105 104 n o 115 116 99 8Q1 186 99
472 401 113 113 113 132 122 m 118 274 257 109
265 208 88 88 67 68 68 65 97 m 165 01
440 296 108 108 106 114 114 93 106 800 n o 1 lUQ

540 380 112 116 118 144 142 124 106 210 240 107
505 364 116 i n 119 143 136 122 109 230 276 i 108
597 494 120 120 120 140 138 126 130 262 307 n o
580 536 122 120 122 142 139 127 113 866 267 i n
589 517 125 121 123 145 146 136 112 866 m lU
479 497 120 119 120 135 126 139 114

1
250 206 i n

521 439 IIB 120 121 152 142 144 113 366 ?63 : 112
558 394 120 120 121 155 148 166 115 2.4 240 1 m
491 171 115 115 116 155 129 142 I ts ?93 233 n o
388 330 n o 107 106 123 101 124 m 330 224 101
246 360 97 95 03 68 63 98 100 311 223 104
169 326 86 87 84 67 46 78 107 310 200 M

196 209 62 66 82 64 52 63 103 2M n i 93
194 187 82 64 82 62 52 63 98 2M 163 92
220 222 84 84 82 59 53 57 97 870 173 91
220 219 82 82 79 56 55 54 95 878 190 99
200 192 11 w  ! 79 51 51 51 90 254 146 67
107 176

1

81 81
1

T9 46 49 49 92 j 230 146 66

226
1

141 1 65 86 ; 84 52 N 50 94 223 141 •7
290 90 90 90 89 64 74 52 97 228 166 60
303 84 9$ 92 1 91 75 79 54 98 844 168 HI355 210 99 95 95 67 92 69 98 874 178 92407 372 102 100 100 100 105 96 102 250 176 95
368 368 100 101 101 99 97 99 102 296 n i 97
366 342 96 102 101 97 96 107 103 210 178 97345 305 99 101 101 98 93 108 102 218 166 i 9?393 372 100 101 100 97 91 96 103 ?M 190 1 97343 337 98 97 98 86 M 81 98 228 168 : 97337 298 99 97 96 70 fO 77 96 ^46 202 1 96361 310 102 102 102 92 94 80 100 253 179 ' 97

365 209 102 104 104 102 104 77 107 227 169
1

M434 100 103 104 107 114 i n 84 02 , 247 176 99468 189 116 113 113 129 178 92 1)4 284 162 101622 3U 128 121 122 154 161 96 1 119 325 915629 352 128 124 124 163 let 91 120 267 235 107506 452 124 126 m 199 167 121 115 557 247 101
577 4 ^ 117 122 123 161 146 129 n o m 242 108453 404 113 116 lie 136 m 129 114 359 290 106439 424 m U3 112 116 106 180 i n 343 217 101
410 433 112 i n n o U7 97 103 119 3tS 212 ' 103497 361 116 U S 114 127 118 101 118 316 211

9  W

IAS566 345 121 121 122 146 154 100 111 346 211 101
673 232 118 121 121 167 156 67 180 312

1

232 1A&619 76 120 121 122 162 l.*»7 70 114 M l 221 107606
AM a

289 129 125 127 167 164 100 115 888 193
1 9  V  1

! 109664 493 134 129 131 109 165 130 113 336 207 t i l647
A  AM

487 135 132 135 175 165 133 117 ^1 224 i  • • •
• 111649 484 135 136 141 176 181 134 118 515 253

k  1
1

694 501 133» 139* 142* 186 n s* 149* no* 516 229 lU *
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definitely lower than a month earlier; other 
commodity group indices—metals and metal 
products, fuel and lighting materials, chemicals 
and allied products, house-furnishing goods, and 
miscellaneous products—were practically un
changed. The Bureau of Labor Statistics daily 
index of 28 basic commodities rose between four 
and five per cent, in the first two months of the 
year, primarily because of a sharp advance in 
prices of import commodities. Increased tension 
in the Far East in February was reflected in 
higher price quotations for shellac, tin, burlap, 
silk, and rubber. While price movements of 
domestic commodities included in this sensitive 
price index varied, the prevailing tendency was 
upward.

M O N EY AND CREDIT.—Total loans and 
investments of reporting member banks of the 
federal reserve system rose S923 Mn. from the 
close of December to the last week of February, 
reaching a new high level; and adjusted demand 
deposits in the same period also reached a new 
high figure. Commercial, agricultural, and in
dustrial loans advanced week by week, the total 
increase over the period amounting to 8209 M n .; 
such loans on February 26th were 20% greater 
than a year earlier. Loans to brokers and dealers 
in securities declined after December, and for 
the last week of February were some 15%  smaller 
than in the final week of February, 1940. Re
porting bank holdings of securities increased by 
S818 Mn. in the first two months of this year, 
most of the increase occurring in Treasury note 
holdings.

Member bank reserve balances have fluctu
ated rather widely, mainly because of variations 
in currency circulation, and Treasury deposits 
with the reserve banks. Immediately after the 
close of last year a substantial rise occurred in 
reserve balances as currency returned to the 
banks after the Christmas holidays, and Treasury 
deposits declined. The first week of February, 
however, brought a sharp increase in deposits.

representing receipts from the sale of the second 
issue of national defence notes (an issue of 
S635 Mn. of f%  taxable notes), and reserve 
balances dropped to 81,3842 Mn., approximately 
the level o f mid-December. Since early February 
reserve balances have increased somewhat, 
amounting on March 5 ±  to 814,136 M n .; of 
this amount 86,440 Mn, were estimated to be 
excess reserves. Yields on government bonds 
and notes have risen fairly steadily since the 
first of the year, and yields of high grade corporate 
bonds also have advanced.

SP EC U LA TIO N  AND FINANCE.—The
renewed decline of stock prices which had begun 
last November has continued with only brief 
interruptions this year. At the middle of 
February the Dow-Jones indices for all classes 
of stocks—industrials, railroads, utilities—were 
the lowest since last summer; and the rise that 
has occurred in these indices since mid-February 
has been small and irregular. The daily volume 
of shares traded has continued small, averaging 
512,000 shares in January and 408,000 shares in 
February, In the corporation bond market, an 
irregular declining tendency developed in the 
latter part o f January and continued until late in 
February (the first general reaction since last 
May). The subsequent advance for bonds as 
well as stocks has not carried prices back to the 
levels o f early February. Security flotations, ex
cluding federal government securities, in the 
first two months of this year were two per cent, 
greater than in January and February, 1940, the 
increase being due entirely to larger issues of 
corporate securities. Corporate issues to raise 
new capital were 3|%  above those of a year ago, 
while issues for refunding purposes rose about 
44% ; both new and refunding issues of public 
securities declined. Among the new capital 
issues of corporate securities, the largest increases 
were shown by the railroads, which accounted 
for about 57% of the total new corporate issues 
for the first two months of 1941.
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CANADA.
Information communicated by B. A. and A. l \  W. PLU M P FRh,

of the University of Toronto.

March isthy 19M-

SIN CE October, I9 4 0 > when the last report 
from Canada was written for this Ser
vice, war activities have greatly increased. 

Canadian government expenditures for war 
purposes are now running over S3 Atn. daily, 
whereas in October they were only S2 Mn. 
Total war orders placed with Canadian firms 
since the outbreak of war by Canadian and 
British Governments amounted to S i , 106 Mn. 
by the end of 1940, while early in September 
they had only reached S445 Mn. At that time 
the plant construction programme w'as set at 
S225 Mn., but by the end o f 1940 the programme 
had been raised to over S300 Mn. and probably 
about S200 Mn. had actually been paid out. 
More than half of these capital expenditures arc 
on British account. The plant extension pro
gramme was responsible for about a quarter of 
total war expenditures (Canadian and British) 
up to the end of 1940. One-third of these out
lays were on explosives plants, and the remainder 
on plants for the production of tanks, aeroplanes, 
guns, small arms, ships, motor vehicles, etc.

Moreover the expansion of the war pro
gramme is still continuing. The Minister of 
Finance has announced that governmental war 
expenditure in 1941-42 will be at least 81,300 Mn. 
to which 8400 Mn. will be added for financing 
British purchases by means of repatriation of 
securities. All Governments—Dominion, Pro
vincial and local—are expected to spend more 
than 50 per cent, of a national income amounting 
to 85,300 Mn. In the fiscal year 1940-41 
expenditure will be rather less than 8900 Mn., 
repatriation rather more than 8200 Mn., and all 
Governments will spend about 40% of the 
national income.

Increasing war outlays, increasing exports, 
and a bumper crop of wheat (much of which 
had to be bought by the Dominion Government), 
have produced rising levels o f production, 
employment, purchasing power and consumption. 
The seasonally adjusted index of industrial pro
duction stood at 160 (%  of 1926) in December, 
1940, as compared with 138 a year earlier and 
128 in August, 1939. The index of employment, 
seasonally adjusted, has risen continuously since 
March, 1940, and in January reached a record 
of 140.5 (%  of 1926). In August, 1939, it stood 
at 1 15.0. The seasonally adjusted index of 
employment in manufacturing industries stood

at 153.0 (%  of 1926) in January, I9 4 L  abo an 
all-time high. Kciuil sales arc running i5"o  to 
20"o ahead o f a year ago, and sales o f motor 
vehicles, despite punitive taxes, arc about the 
same as last year. Prices, both wholesale and 
retail, are fairly steady with a slight upw*ard 
trend. The cost o f living is higher tlun 
before the war.

Five problems were mentioned in our Report 
for last Ociolscr as particularly desen'ing of 
governmental attention. These were (1) G>- 
ordination of the war production prt>gmmmc ; 
(2) Adoption o f more concrete ptdicics regarding 
w-ages and labour in war industries ; (3) Re
striction of wheat production ; (4) Introduction 
of more vigorous policies regarding saving and 
war loans ; (5) O>nscn'ation o f foreign exchange, 
especially American dollars, for war purposes. 
Since last October some steps have taken 
in regard to each problem.

(1) A War-time Rcquiremcnis Board w «  
established in November, 1940, to collect in- 
fonnaiion regarding available resources and 
impending requirements o f war industries. 'Phis 
Board consists almost entirely o f senior civil 
sers’ants from various departments, including 
representatives o f the fighting services. The 
diairman, H. R. MacMillan, head of a successful 
timber exporting firm, had established a record 
for vigour and i>crspicaciiy in the post o f I'lm bcr 
Cxmirollcr which he occupied from August to 
November. 'Phe Board lias only advisor)* powers. 
In February, 1941, however, a Director (Jcncral o f 
Priorities was appointed with executive powers 
to work in conjunction with Uic Vi'ar-iimc 
Requirements Board. Thus there now exists 
an organization for general economic co-ordma- 
tion additional to (but not formally allied with) 
the separate Controls that have been established 
in the fields of limber, oil, steel, other metals, 
electric power, machinery and machine tools, 
shipbuilding and repair, and motor vehicles.

(2) Labour problems, which were looming 
ominously last October, have been attacked on 
two fronts : w'ages and training. In November, 
1940, the Government enunciated a positive 
programme regarding wages for the guidance of 
conciliation boards in ŵ ar industries. The 
salient features of this programme were to stabil
ize wage rales at or very near existing levels and 
to grant a fiat rate bonus to all workers alike 
sufficient to compensate the lower u-age-groups
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whenever the cost of hving had risen 5% . This 
policy has been received with mixed feelings 
amongst labour leaders, some of whom resent 
the elimination of wage increases except only 
after a rise in the cost of living. There exists 
(now as in October) a feeling in labour circles 
that, with business men largely in control of the 
Department of Munitions and Supply, the 
workers are not getting adequate protection or 
representation in Ottawa. In regard to labour 
training, a survey was made late in 1940 of the 
needs for skilled and semi-skilled workers in 
factories now under construction and in the 
armed forces. Accordingly a training scheme 
has been introduced which will turn out 100,000 
semi-skilled workers in 1941. Half o f them will 
be trained in the ordinary technical schools 
throughout the country, and half in schools 
attached to plants already producing war supplies.

(3) The Government has introduced into 
parliament its long-awaited proposals to restrict 
wheat production. Its programme aims to 
reduce wheat acreage by 35%  and to encourage 
mixed farming in Western Canada on a sede 
never before attempted. Government purchases 
through the Wheat Board will be limited to 
231 Mn. bushels in the crop year 1941-42, and 
the price will be based, as in the past two years, 
on 70 cents per bushel at Fort William. The 
quota system of deliveries, introduced this year 
because of shortage of storage space, will be 
continued, together with payment for storage on 
the farms of wheat which comes under this year’s 
quota. Bonuses will be paid for every acre taken 
out of wheat production, $4 for each acre put 
into summer fallow, and 82 for each acre sown 
with coarse grains. I f  all the land taken out of 
wheat production by this 35% reduction were 
allowed to lie fallow, the cost to the government 
would be approximately S36 Mn.

The Government estimates that during the 
coming year, 1941-42, 307 Mn. bushels o f wheat 
will be absorbed :— 180 Mn. bushels in export 
markets, 50 Mn. bushels by home consumption, 
and 77 Mn. bushels for seed and feed. These 
sales will come from the new crop—not from 
the carry-over. Actually this year’s carry-over 
of 575 Mn. bushels will practically fill all avail
able permanent storage space, excluding an 
allowance for handling space for the new crop.

This wheat policy is only applicable to farmers 
in Western Canada. The encouragement of 
mixed farming in the Prairies will gain little 
support from the Canadian farmers already pro
ducing these goods. Although war purchases 
by Great Britain have widened the market for 
these commodities, farmers will not welcome 
additional competition from the West.

(4) A vigorous campaign to encourage savings 
has been carried on in February and March, 1941. 
The objective is two million regular savers con
tributing 810 millions a month through purchase 
of War Savings Certificates. Sales of these 
certificates were introduced in May, 1940, and 
by November they were producing 82.5 Mn. per 
month. The emphasis of the present campaign 
has been on an employees’ pay-deduction scheme, 
and on other devices to ensure regularity in 
savings. Certificates are sold at 84, 88, 820, 
840 and 8 80 to yield 3% over 7^ years, with 
maturity values of 85, 810, S25, 850 and 8100.

No other approach to the public for loans 
will be undertaken until June, 1941. The slow
ness with which the Second War Loan sold in 
September, 1940, has been taken as a warning 
that a high pressure campaign, resembling those 
of the last war, must attend the next public issue. 
A loan had been expected early in 1941. It was 
postponed until June partly so that income-tax 
payments would be out of the way, partly to 
justify a much larger issue than has yet been 
undertaken, and partly, perhaps, to put it in a 
convenient season of the year in the anticipation 
that hereafter there will be an annual war loan 
at the same season. The issue will probably be 
for something between S600 Mn. and 81,000 Mn. 
Meanwhile, in January and February, 1941, an 
issue of 2 i  year notes for 8250 Mn. has been 
placed with the banks to yield ig% .

(5) The conservation of American dollars has 
been fostered by increasingly restrictive measures. 
The depreciation of the Canadian dollar by 10% 
soon after the outbreak of war may be regarded 
as the first measure. The budget of June, 1940, 
announced a ^^ar Exchange Tax of io°(> on all 
imports from non-Empire sources. It also intro
duced special commodity taxes designed to reduce 
imports of automobiles and a few other manu
factures. In July, restrictions were introduced 
on foreign travel for pleasure purposes. In 
December, an Exchange Conservation Act was 
passed, which put a wide range of manufactures 
on a list of prohibited imports, and which put 
another group of commodities under quota 
pending complete exclusion. (It may be added 
that the same Act reduced the tariff on many 
imports from Great Britain and abolished it on 
many others.)

The present and probable position of the 
resources of the Foreign Exchange Control Board 
is the subject o f some difference of opinion. (The 
actual position is kept secret by the authorities.) 
On the basis of known and estimated items in 
the balance of payments it was possible to guess, 
late in 1940, that the Board was losing American 
funds quite rapidly ; and the introduction of the
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.t 2.—W eighted index of yield to m aturity  or call date (whichever 

given lowest) of 6 taxahio federal faaiica mattiriiig in nnl lean 
than 7 years.

,, 3.—From32 hanking centres, comprising alM)ut 85 Y of t«>tal dchits 
Excludes debits to accounts of cunt ml bntik siticc its founding 
in April, 1935. Largely inlluenccd hy niiancial transsrtions.

4. ~ U efers to operations in Canada only. Includes Insiis to pro
vincial und municipal Governments.

5. —Includes governmontui dei»osits. Excludes alt dr|x»sits with 
provincial, |Histal and Quebec savings banks, ami with 
tru s t companies.

6-8.—Col. 6 comprises 70 items ; col. 7, 322 items ; col. 8. 667 
items,

9.—Comprises separate groups for food. fuel. ren t, clothing, 
sundries (including services). Includes home fnmishinff
from 1939. Base 1935-9=100%.

11.—Excludes all exports of both monetary and non-nmneUry 
^ I d  since 1937; incluiles gold in small nusn lities only. 
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Exchange Conservation Act seemed to support 
this conclusion. Then two pieces of information 
led to alterations of the estimates in opposite 
directions. First, figures released by the Secre
tary of the American Treasury before the Senate 
Foreign Relations Committee in January, showed 
that Canada had received about 8225 Mn. in 
gold from Great Britain since the outbreak of 
war. This made it seem unlikely that Canada’s 
foreign resources had been appreciably depleted. 
However, in March, 1941, the Dominion Bureau 
of Statistics released new estimates of net receipts 
of American funds from tourist expenditures. 
These estimates were far below previous ones, 
the figure for 1940 being reduced by S80 Mn. 
or 890 Mn. On balance it seems likely that, 
despite receipts of gold from Great Britain, 
Canadian resources of gold and American 
balances have been reduced by something be- 
tw'een 850 Mn. and 8100 Mn. since the outbreak 
of war. I f  the higher figure is nearly correct it 
would probably represent one-quarter of the 
gold and foreign balances acquired by the Board. 
The future outlook is uncertain, chiefly because 
no estimate can be made of xhc gold which will 
actually be forthcoming from Great Britain. 
The passage of the American Lease-Lend Bill 
may mean that Canada will get rather more 
gold—or rather that more gold from Britain will 
reach U.S.A. by way of Canada. However, with 
a war programme which entails total government 
expenditures exceeding 50% of the national 
income, and with a capital market that does not 
seem to be very receptive to government issues 
without expansion of bank credit, the authorities 
may well decide to seek some economic and 
financial relief from the United States.

Official figures for the 1940 balance of pay
ments have not yet been released, but the trade 
figures tell much of the story. Canada’s un
favourable trade balance with the United States 
increased in 1940 by 8184 Mn. over 1939. 
Imports from U.S.A. increased by 8247 Mn., 
chiefly as a result of purchases of machinery and 
other products associated with the war pro
gramme, while exports to U.S.A. increased by 
863 Mn. Much of the increased exports was 
of wood pulp and newsprint which the United 
States could no longer obtain from the Scandi
navian countries. The Canadian trade position 
vis-a-vis Great Britain and the rest of the sterling

area moved in the opposite direction. Exports to 
the United Kingdom increased by 8180 Mn., 
chiefly war materials and foodstuffs, and exports 
to the rest of the Empire by 845 Mn. Imports 
from the United Kingdom rose by S47 Mn. and 
from the rest of the Empire by 832 Mn.

Total imports from all sources in 1940 were 
81,082 Mn. and total exports were 81,193 
For the previous year the figures were 8751 Mn. 
and 8936 Mn. Both import and export prices 
were 15%  to 20% higher in 1940 than in 1939. 
Therefore most of the increased value of 
exports is to be explained in terms of prices ; 
but there was a very large increase in the volume 
of imports.

During 1941 the Canadian war programme 
will involve greatly increased production of actual 
war supplies, and some tapering off of plant 
construction. As the newly constructed plants 
come into production, new and difficult adminis
trative problems will have to be faced. In one 
department of production—aircraft—such prob
lems have already emerged, and a government 
corporation (Federal Aircraft, Ltd.) has been 
charged by private producers with inefficiency 
in the task of organization and co-ordination 
which was assigned to it. This corporation is 
one of nine set up by the Government in 1940*. 
Another device used by the Department of 
Munitions and Supply for co-ordination and 
administration is the appointment of Con
trollers—men with virtually dictatorial powers 
in relationship to certain commodities or in
dustries. It is significant of the new phase in 
the Canadian war programme that, while the 
original Controllers exercised authority over basic 
resources—timber, steel, metals, power, etc.— 
the two most recentiy appointed regulate pro
duction of finished anicles—ships and motor 
vehicles.

* These corporations are intended to harness the 
energies of private business to tasks of production and

ft ft ^  ̂ 1  ^  A. I  ^ Jorganization which, for some reason, cannot be handed 
over entirely to private firms, but which, nevertheless, 
seem to require more freedom of operations than could 
be obtained within a government department. Four 
corporations purchase and store commodities, two are 
engaged in actual production of war supplies (small arms 
and optical instruments), one is engaged in specid con
struction work, and one, in addition to Federal Aircraft, 
co-ordinates a branch of war production (explosives, etc.). 
In March, 1941, a tenth corporation was set up to provide, 
perhaps belatedly, for housing accommodation in the vicinity 
of plants producing war supplies.
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SOUTH AFRICA.
Information communicated by Mr. G. 1-. 1I1I1U.HY, of the Univetbity of Cape Town

20th March, 194U
Exports, 1940.— Including gold output and 

an allowance* for the wool sales which have been 
omitted from the export list since October, 1940, 
export values at approximately £163 Mn. in 
1940 were some £yo Mn. above the 1939 level, 
nearly two-thirds o f the increase being attribut
able to gold output.

Other noticeable increases in exports were 
shown in the following commodities

r * • • • • • *•
('lit Dininmidu 
*• Ollier Meri’hiimliie ”

... ... ••• ••• 
HuiikiT (*oftl and Bliipfi’ Hton-n

\m
£aMil.
2-74
222
95J
2-23
391

1939

Less maize was exported than had been 
expected, owing apparently to a serious error in 
the estimates. External demand for diamonds 
for war industries (and possibly as a currency 
hedge) appears to have offset any decline in 
demand for adornment; and the decline in 
uncut diamond exports, due to the disturbance 
of the cutting industry in Europe, to have been 
outweighed by exports o f cut stones.f The level 
of exports o f miscellaneous merchandise and 
re-exports suggests little net loss o f markets in 
this trade. The figure for bunker coal and ships* 
stores reflects the re-orientation o f shipping.

Fruit export {£2.7^ Mn.) achieved a level o f 
95%  of that of 1939. Citrus obtained vcr>* high 
prices, relatively to those o f recent years, for the 
large proportion of the crop that was allow'ed to 
enter Great Britain. Dcci(iuous has latterly met 
with greater marketing difficulties: in the 
1939-40 season shipping space was less restricted 
than had been anticipated, but in the current 
season (affecting 1941 exports more than 1940) 
producers have been faced with the British ban 
on imports. To meet the new situation, an effort 
is being made to divert the fruit into wine
making, canning, jam- and pulp-making, and 
drying, and into local fresh fruit markets. It is 
hoped that large quantities o f canned and dried

*  It is assumed that the 1940 export is £ t i  Mn. or 
£12 Mn., against £7.3 Mn. for 1939. The figures arc 
affected by exports delayed from 1939 to 1940, higher 
prices obtained since the beginning of the war, and the 
larger current clip (270 Mn. lbs. as compared with 246 
Mn. lbs. in the previous season).

t  Local production, outweighing sales in 1939, was 
lower in the first half of 1940, while sales recovered. 
Export of rough and uncut diamonds, except to London 
by registered post, has been prohibited under the National 
Emergency Regulations.

products and jam will be sent to the United 
Kingdom. 1 ‘he Union army provides an ad
ditional outlet. The desire to make the most 
o f the local market for the sale o f ** export ”  
fruit has given rise to grading regulations follow
ing a newspaper campaign against the sale of
inferior fruit.t

Imports.— Total imports at approximately 
£104 Mn. were in 1940 some £13 Mn. greater 
than in 1939, nearly £ i  Mn. o f the increase being 
accounted for by the greater imports o f Govern
ment stores.

The following figures from the trade returns 
suggest that the Union is turning more to 
America* and to the East for imports ;

• •
M

U59 IVIO
' . (

LV i-i Ut. £103 7 Mn
r  K ........... 42 1 5: 6
r  H ■lid < 237 34 U
J h}uiii. ltidi«, Iran. NrUirr- 
Uiid* liidK's, ,\usU«ha «im1 
Hritish MaU)a . U  0 13 b

Changes in the im|x>rt list include a decline 
in the machincr>* group from £12.9 Mn. to

t  T 'hc fru ii> m arkm ng  led (o (ot
lukuenedi the se iting -un  o l three n o v  m arXc im a tutard* 
a O t r u t  Haard in tended tu c«mdu(.i % ina lc-ilunne l cx |vm  i 
a D ec iduous lUtard, w ith  w ide powers of a v itm l m sid r 
the coun try  as well as over exports ; and a ( 4nm na  Hoard 
intended to  cxc ru se  cli«sc ctm tro l m-er tltc pnnductton, 

r ic ing  and d is tr ib u tion  <if u inned  pnsducis im lu d in f  tn iit  
y the W ine  and .Spirit tU m trtil Am endm ent A c t, 194^. the 

Ko-operatieve IX 'ijnbr'uwers V c rccn ig in a  oh iam ed the 
power o f d irect a»ntit»l of the prinluctHM i, pnerng and 
m arketing o f n on -d is t illin g  w ine as u  c ll as d istiU lrm  w ine 
T h e  measure it  calculated to assist the K  W .V . in  c ltc Ju n g  
the embarrassing expansion of p roduction  w h ich  has at 
ctim pam cd its practice o f fix ing  a h igh  loca l pnee for 
d is t illin g  w ine, thereby restric im g the amcnint so ld, and 
storing or cxpi>rting the “  surplus^* w m c and sp irits

In last »cason*s dried fruit market, the Dried Truit 
Hoard acted as a pncc-fixing central scllmg agency between 
producers and packers, but appears not to have been 
entirely effective in prc\*cnting packers from over-bidding 
the Hi ârd's price and selling fixally. TTic Untish apnoot 
and raisin quotas were not fully supplied Raisin export 
declined because of the withdrawal of an expt»n subsidy 
formerly given by the K W.V. to discourage the use of 
raisin-grapes for winemakina. tn 1941. all raisms. sultanas 
and currants are to be sold to the llricd Truit liisard at 
prices determined by the Btsard w ith G<wcmment approval 
The Hoard is to determine the quantities to be exported 

and the quantities to be sold to packers f<sr |<xai con-

It It questioned, howcsxr, how far the H«sard, offcni
sumption, and to distribute its prt>fits amongst producers

ffenng
what arc considered to be unsatisfactory pnees. and 
possessing no prtxxssing plant, will be able to carry out 
the scheme if packers chotisc not to conform

* Trade with America w'ill be 
direct services which arc emerging

by the new
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£ ii  Mn. ; a heavy decline in motor cars, but 
an increase from £1.4 Mn. to £4.9 Mn. in motor 
trucks and vans and their parts and chassis, and 
little change in the value of foodstuffs (excluding 
wheat) and manufactured iron and steel products.

Tonnage entered at Union ports in the over
seas trade in 1940 was 12.9 Mn., as compared 
with 9.7 Mn. in 1939 ; 5.2 Mn. tons o f cargo 
landed compared with 4.8 Mn.

T he Balance of Payments.— 1939 had shown 
the extraordinarily large margin o f exports over 
imports o f some £41.6 Mn., accompanied by a 
large increase in banking reserves. 1940 showed 
an increase in imports over 1939, but an 
increase in exports which exceeded it by some 
£17 Mn. ; and, while a large portion o f this 
difference was offset by increased freight and 
insurance ratesf on imports, the Union still 
appeared to be left— after repaying a £7.9 Mn. 
loan in London— with a further unspent balance 
o f heavy dimensions. This is reflected in an 
increase o f the Reserve Bank’s gold at currency 
valuation, less the diminution of foreign bills, of 
some £21 M n.t

G overnment F inance.— With revenue and 
loan votes for Defence approaching exhaustion 
at the end of 1940, the Finance Minister obtained 
a further loan vote o f £14 Mn.

On 12th March, the new Budget was pre
sented. The latest estimate o f 1940-41 revenue, 
including £1.4 Mn. surplus from the previous 
year, was £64.4 Mn., against which was set a 
final estimate of expenditure of £64.3 Mn., 
leaving a small surplus. For 1941-42, expendi
ture was estimated at £73.6 Mn., and revenue, 
on the existing basis o f taxation, and including 
the surplus from 1940-41, was estimated at 
£65.2 Mn. The deficit of £8.5 Mn. was to be 
met by a raising of the gold mines’ special con
tribution from 11%  to 16% to yield £2.2 Mn.*, 
and by duties and measures which would affect 
petrol, cigarettes, beer, new motor-cars, income 
and super tax, excess profits duty, public and

t  T he official returns add £ 14.5 M n. to imports for 
these and other charges, as compared with £ 5 . i M n. for 1939.

t  Ignoring the possibility that part o f this accumulation 
might be better attributed to the transactions o f the previous 
year, in which the growth o f the reserve was only some 
£ 7  M n. it would seem that extraordinary changes in 
“ invisible ” items have on balance increased the figure. 
It must also be remembered that the accumulation has 
occurred in spite o f remittances o f gifts (perhaps £ 0.5 M n.) 
to various war funds abroad and, it has been suggested, 
the repatriation o f shares to the value o f several £ M n . 
Against such outgoings has to be set any net saving of 
tourists’ spending abroad, the saving in interest and 
dividend payments on loan repaid and shares repatriated, 
and the Reserve Bank’s acquisition under the Emergency 
Regulations o f private holdings o f funds abroad.

* Added to £ 19.9 Mn. expected from normal tax and 
special contribution on the existing basis.

private companies and absentee shareholders, 
and diamond mines. The estimated shortfall 
would then be £0.1 Mn.

The latest estimate of expenditure on Loan 
Account for 1940-41 was £55.7 Mn. An opening 
credit balance and estimated Loan Account 
revenue reduced this to £44.4 Mn. In addition, 
external and local loans amounting to £8.4 Mn. 
had been paid off during the year. After de
ducting £36.2 M n.f raised by new local issues, 
some £17 Mn.:j: was left to be borrowed on short 
term. For 1941-42, Loan Account expenditure 
was estimated at £57.3 Mn., and Loan Account 
revenue at £8.1 Mn., leaving approximately 
£49 Mn. to be met by new borrowing which it 
was hoped to effect in South Africa.

1941-42 Defence expenditure was estimated 
at £72 Mn., of which 40% or £28.8 Mn. had 
been included in the Revenue Account, and £43.2 
Mn. in the Loan Account.

Banking and C urrency.— The bulk of the 
great increase in customers’ deposits during 1940 
was fully covered by increased gold plus foreign 
bill reserves, only some £5 Mn. being viewable 
as “  money creation.” But, before the fear of 
“ inflationary ” consequences is dismissed, two 
considerations should be noticed :—

(1) While the commercial banks’ advances 
and investments together increased litde, invest
ments increased by £14.5 Mn. while advances 
fell by £11.7 Mn. O f the recently floated 
Government loans, banks took up £4.9 Mn. of 
the s i%  snd £5.8 Mn. o f the 2-i% stock.* I f  
the forthcoming Government loans are largely 
taken up by the banks, and, consequendy, the 
further increase of investments exceeds any 
further dechne of advances, deposits uncovered 
by reserves will emerge. Moreover, a future 
reversal of the exchange into securities would be 
accompanied by a tendency for the rate of interest 
to rise.

(2) Deposits represented by the increase in 
the Reserve Bank’s reserves, in so far as they are 
not lying idle, will themselves affect local prices. 
Latterly, it appeared that the additional deposits 
were not being so freely used as they were in the

t  Three loans floated at the same time yielded £ 29.2 
Mn. The 3^% Local Registered Stock, 1952-7, at £99k  
yielded £ 22.1 Mn. T he 2}%  Local Registered Stock, 
1946, at £99 yielded £ 6.7 M n. The Non-Interest-Bearing 
Stock yielded £ 0.3 Mn. Special issues o f other stocks 
to the Public Debt Commissioners yielded £ 7.0 Mn. 
(The total o f subscriptions via the Public Debt Com
missioners in 1940-41 is estimated at £ iS  Mn.)

$ Raising the amount o f Treasury Bills expected to be
outstanding at 31st March to £ 34.6 Mn.

* This acquisition included the conversion o f previously 
acquired Treasury Bills created for the purpose.
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early part o f 1940. In the second six months of 
the year, the average ratio o f bank debits to bank 
deposits was lower than both that o f the same 
period o f 1939 and that o f the first six months 
o f 1940. It remains to be seen how far deposits 
will, in the near future, be more freely spent 
internally, so tending to raise prices further, and 
how far they will be spent abroad, so tending 
to reduce the Reserve Bank's reserves. The 
eventual operations o f the Industrial Develop
ment Corporation o f South Africa Ltd., which 
came into being on ist October, 1940, under 
the same chairman as the Iron and Steel 
Corporation o f South Africa Ltd., will doubtless 
have some effect in the way o f infusing local 
industry with the accumulation o f money in the 
country.

It is possible that reserves will be reduced by 
the repayment o f loans raised abroad ; but in 
so far as substituted local securities are taken up 
by the banks and not by the public, the reduction 
will occur without causing a net fall in the level 
o f deposits in the banking system as a whole.

I nternal  I ndustrial  C o n d it io n s .— Heavy 
orders following the disruption of pre-war lines 
o f supply placed on local steel capacity a strain 
which was eased to some extent by arrangements 
for imports from Australia,* and additional 
imports from Canada and the U .S.A. Coke 
oven and blast furnace capacity is being extended 
to adjust supplies o f pig-iron to the growing out
put and capacity o f the converter plant and in 
an effort to increase the supply o f scrap ; and 
the export o f metals and minerals is controlled. 
At the same time the necessity to re-line one of 
the Iscor blast furnaces appears to have restricted 
output o f pig-iron and involved the importation 
o f billets.

The engineering section o f the local produc
tion o f war supplies is founded upon the pre-war 
undertakings engaged in the erection o f new 
plants {e.g., mining reduction plants) and upon 
repair-shops working upon mining, industrial 
and railway machinery. The virtual absence of 
repetition-machinery enterprises increased the 
difficulties o f assembling and co-ordinating the 
output o f machine tools involved in the change
over to munitions production. A  census of 
machine tools and skilled operatives aimed at 
mobilising these resources, but it is probable

* Owing to the analagous problem of shipping congestion, the Merchant Shipping Control Committee has been empowered to appoint a Director of Merchant Ship Repairs with wide power to determine the extent and priority of repairs, and the port at which they are to be executed.

that further expansion of output on the basis of 
existing supplies o f these factors is (at least under 
existing restrictive conditions) becoming difl5- 
cult.* Under a recent proclamation, a Controller 
o f Industrial Man-power is to have wide power 
(subject to consultation with a Labour Control 
Board, representing employers and employed, 
on matters o f principle, and subject to arrange
ments under the Industrial Conciliation Act, 
1937) over the distribution and conditions of 
employment o f labour affecting industries de
clared by the Minister o f Defence to be controlled 
industries.t The Industrial and Agricultural 
Requirements Commission has recommended 
that where the speed-up o f the Union’s output 
o f war supphes demands it, regulations governing 
working hours should be suspended.

Army motor vehicles o f various types, with 
bodies produced locally, are said to have been 
going to Egypt, Libya and Albania, as well as to 
East Africa. The early army-blanket shortage 
was overcome by expanding local output, and, 
later in 1940, the Union was said to be producing 
more military blankets, clothing, boots and tents 
than the army required, and was supplying the 
Rhodesian and British Governments.; Repe
tition can-making appears to be working apace—  
cf. note on Canning Board above.

The production o f munitions and army equip
ment, involving the assembling of components 
produced at widely dispersed points o f produc
tion, may be a contributory cause o f the recent 
record levels o f railway earnings. Other in
fluences at work are the export o f iron-ore (which 
has to be transported 700 miles to the coast) 
made possible by the high price o f steel; the 
transport o f army personnel and visiting relatives ; 
the re-orientation o f transport as a consequence 
o f the re-orientation o f shipping ; and increased 
coal-bunkering.

Efforts to control prices,^ which appear to 
have concentrated largely upon low-priced and

• Curiously anomalous seems to be the issue in December of a new list of products (including steel products suchas steel rails, wires, eic., anu uiaiiKCLs, clothing, shoes, rubber and leather goods and certain stationery) to be subject to exchange dumping duties directed (as well as against Japan and New Zealand) against Australia. The exchange rate fixed for the purpose is ^;iA. equals 19 -  
S Aft  The engineering industry has already been declared 
a controlled industry.

± The Union Government has agreed to be represented on the Eastern Group Supply Council to co-ordinate arrangements for the production and supply of muiunons and stores in South and East Africa, Asia, and the South
Pacific area. , l*§ Shop rents and hotel tariffs for board are subject tocontrol under the Rents Amendment Act, 194®: .A Commission has been appointed to inquire into the rise in prices of farm requisites: but prices of some ot these things appear to have fallen back recently.
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locally produced goods, rather than upon the 
higher-priced imported goods which have rela
tively little effect upon the retail price index, 
have not succeeded in preventing applications 
for wage increases to meet increased “  cost of 
living.” Civil servants (including railway em
ployees) in low wage groups began to receive 
increments at the beginning of 1941 ; cost of 
living allowances arc to be paid to military and 
naval personnel in corresponding income groups ; 
and certain sections of industrial employees have 
secured war bonuses. Bakers arc seeking per
mission to raise the price of bread “  to meet 
rising production costs ”  ; the price of milk has
been raised in Cape Town.

With the rise in the level of gold output, 
employment of natives on the mines has extended

rapidly. A recent amendment of the Mozam
bique (^invention to permit the recruitment o f 
a further 20,000 Hast Cx)ast natives loas increased 
the supply. It is anticipated that the 
of 15,000 natives allowed to be recruited from 
the northern British territories will also he raised. 
The mines* complaint to-day is that it is skilled 
rather than unskilled labour that is scarce.

rhe supply o f unskilled labour for other 
purposes road-making and iv>sMbly farm
ing) will to some extent be increased by the advent 
of 20,000 Italian prisoners of war. Suggestions 

being made that a further 30,000 may be 
brought in. It is unlikely, however, that the 
Govcrnmeni*s policy being what it is, this will 
lead to any widely extended use of native labour 
in war industries.

BRAZIL.
B y  N .  R . C i l L B l - R r .
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BR AZIL’S exports arc mainly produced in 
the south eastern states along the Atlantic 
coast, which also contain the bulk o f the 

country’s manufacturing industry. This industry 
is mainly a development of the present century 
and is as yet at an early stage. It centres mainly 
around the preparation of food, meat packing, 
milling, etc., and the manufacture o f articles of 
immediate consumption, such as textiles, shoes 
and rubber articles, which Brazil has recently 
started to export to its South American neigh
bours. There is a small iron and steel industry, 
and the building materials industry almost satis
fies the country’s requirements.

The Amazonian zone is almost in the state 
it was in when the first Portuguese landed on the 
coast. The rubber and oilseeds it produces arc 
not plantation grown, but native forest products. 
Recent developments have been castor plantations 
and a rubber plantation started by Ford.

The country is extremely rich mincrally. It 
has 22% of the world’s known iron resources, 
but is deficient in coal, of which the quality is 
poor and the deposits inconveniently situated 
several hundred miles away from the main iron 
deposits. It has, however, great resources of 
hydraulic power within reach of its iron deposits. 
Brazil could be successfully developed if sufficient 
capital could be procured, especially to finance 
railway development. But the distances involved

arc enormous. The coastline runs along two 
sides only. Costs of opening up the countr>* 
efficiently would run into thousands of millions, 
and the country only |x>ssesses about 40,000,000 
inhabitants and a national income cMimaicd at 
£12 los. od. per head.

Brazil requires capital, and in the last decade 
this has been slow in coming from abrt^ad, whilst 
at home, owing to the uncertainty of the indus
trial outlook and (he ditficultics o f plantations 
due to falling prices of coffee and cotton, what 
investment there has been in recent years lias 
tended to go into building.

Brazil's prosperity has been largely dependent 
for many years on its exports of coffee, which 
represented of the total value of exports m 
1928 but, owing to falling prices, only about 
45" o *938. Colton was imnxluccd on a large 
scale after 1919, the year in which the coffee crop 
failed badly owing to frost, but it dc\*clopcd 
mainly in the 1930's and soon gained second place 
after coffee. In 1938 cotton and its by-products 
were responsible for about 20‘ o o f Brazilian 
exports by value. Brazil's foreign trade is not 
very large, £ j i  \ Mn. goldf in 1938, but o f iî  
imports, amounting to £35} Mn. gold, about 
30% consists o f machincr>% iron and steel, and 
another 25"^ of manufaaurcd goods.

t  ** £ ** throughout indicatei £ ttcrlmg at prc*i93i
parity.
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The country ±erefore constituted an attrac
tive market for the great industrial countries, and 
competition was keen. Exports in 1938 amounted 
to £36 Mn. gold. In 1938 Europe took 52.3% 
and the rest o f America 41.1%  o f exports, whilst 
o f imports 54.2% came from Europe and 42.9% 
from America.

The main markets were as follows :—

M A IN  M A R K E T S  F O R  B R A Z I L I A N  P R E - W A R  F O R E I G N ̂ *

Europe—  1938
G t .  B r i t . ,  I c e la n d  lO 'S  
S p a in  & P o r tu g a l  1 '8
G e rm . A u s t .  D a n z .

P o l a n d ,  ( ’z e c k . 2 5 '6  
D e n m k . H o l la n d ,

N o r .  B e lg . . . .
F r a n c e  ...
I t a l y ,  A lb a n ia . . .
O th e r s  ...

5 '9
3 2
1-8
5-4

America—  
U .S .A .  ... 
A r g e n t in a  
D u tc h  A n t i l l e s  
O th e r s  . . .

• • • 24-2
11-8

3-2
3*7

Others
T o t a l ,  %
T o ta l  V a lu e ,  £  M n . g o ld  3 5 ’6

 ̂ o f  t o t a l  in  t e r m s  o f  £  g o ld ) .
Im p o r ts E x p o r ts

Ja n .-S e p t. J a n .-S e p t.
1939 1038 1939
9  8 8-8 10-4
1-4 0-7 0-7

12-3 11-2 9-5 111

25-3 20-5 16-0
6-5 9-6 8-8
3 0 6-4 5 '9
1-7 2 T 2-4
4-2 4-2 4-5

41-9 40-7 ✓ 42-8 37-6

28-8 34-3 33-3
8-7 4-5 4.4
3-3
3-4 2-3 2-3

42-9 44-2 4 1 T 40-0
2-9 4-9 6-6 11-3

100 100 100 100

35-6 23-6 3 5 ‘9 - 28-4

In March, 1939, the U .S.A. Export-Import 
Bank, to improve the orientation o f the market 
in favour o f U .S.A. trade, granted Brazil two 
large credits totaUing some S70 M n .— one, on 
short term, to unfreeze and expedite the pay
ments o f the sums due to U .S.A. exporters and 
investors, the other to finance the sale o f U.S.A. 
goods. Both these credits were guaranteed by 
the Brazilian Government, which drew on them 
heavily for imports o f railway material, shipping, 
and for equipment to develop its iron and steel 
industry. This latter development elicited a 
certain degree of resistance in the U .S.A., but 
authority to use the credit for this purpose was 
none the less granted in October, 1940, although 
only after Brazil had itself found more than half 
the finance for the project. The effect o f the 
American credits could already be noticed in the 
first nine months o f 1939 in the enlarged share 
o f imports coming from the U .S.A.

When the war came Brazil immediately lost 
the German and Central European markets, 
which had taken between them 20.5% o f its 
exports and furnished 25.7% o f its imports. 
Then in quick succession it lost the Baltic, 
Scandinavian, French and Mediterranean mar
kets, and the position became serious. Europe 
had been taking rather more than half o f the 
total exports o f Brazil (52.5% by value) and

furnishing slighdy more than this proportion of 
its imports (54.2% by value) in 1938. Now of 
this market the only parts remaining effective 
are Great Britain, Spain, Portugal and a few 
islands, including Iceland. In 1938 these sections 
had taken only 12.4% o f imports and 9.5% of 
exports, so that the loss, judged on the basis of 
1938 trade, was 41.9%  o f imports, or some 
£15,000,000 gold, and 42.8% o f exports, equiva
lent to about £15,600,000 gold.

Brazilian requirements o f machinery, iron and 
steel, and manufactures were easily satisfied by 
the U .S.A., which increased its share o f imports 
by value from 28.8% in January-September, 
19395 to 48.2% in October, 1939-June, 1940, and 
to 55.5% in July-December, 1940. But Ameri
can prices were, even before the war, higher than 
German prices, and orders tended to be placed 
more slowly. Great Britain’s share fell slighdy 
in value, Japan’s increased by 52% to about 
£750,000 gold. The latter country now furnishes 
a number o f new products such as woollen yam 
(at prices so low that even local producers cannot 
compete), texdle machinery, tinplate, copper and 
iron wire. Despite these increases, if  we com
pare the period October, 1939-June, 1940, with 
the corresponding period o f 1938-39 we ^ d  that 
although the total value o f Brazilian imports was up 
by i j % ,  volume was down by 5J%, whereas for 
July to December, 1940, compared with the same 
period o f 1939 value was down by 14.3% and 
volume by 15.3%. It would appear therefore 
that since the war the volume o f Brazilian im
ports has been falling with increasing rapidity. 

Exports moved differendy. In the period 
from October, 1939, to June, 1940, they fell by 
20% in volume, owing to loss o f export markets 
in Europe, mainly for coffee, cotton, oranges and 
cocoa, but total value was only 2% lower owing 
to higher prices and proportionately higher sales 
o f meat products and oil seeds. When, however, 
after March, 1940, most European markets were 
closed in quick succession, the fall in exports of 
37% t>y value which appeared in the third quarter, 
was even greater than the fall o f 30% in volume, 
and reflected the heavy fall in the price o f coffee 
during this period as well as the further restriction 
o f markets. Coffee and cotton which in the third 
quarter o f 1939 had together produced £6.5 Mn. 
gold, or about 6$% o f the total exports for the 
period, produced only £3.2 Mn. gold in the third 
quarter o f 1940, or about 45% o f the total. In 
quantity the exports o f these two products fell from 
4.2 Mn. tons to 2.2. Mn. tons. Bananas and 
oranges, which had produced nearly £800,000 
gold in January-September, 1939, produced only 
£350,000 in the same period of 1940. The ex
ceptions to the general fall in exports in the third
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quarter arc meat, castor seed, vegetable oils, 
manufactures and precious stones.

MVI N MVKKKTM KOU H U A /JL IA N  I'OUKHIN I'HAIH';
Al'TKlt I'Hl': I’ AM- OF FllANVIS

F<TcrhtA|ff« of valu***

Urent Uritiiiii ■■ 
Spuin, PorCugttl 
OlherKuropi* .

1938
l i e
2-2

48-5

Imports Kuport*
19:8
84

f 421

• » •r .s .A .
Arffontinn 
Otnem

• • •

Total % I  • •

62-3
24-3
10-0
3-4

100

150
55-5
12-3
17*2

50 6 ----- 19 0

Totul Value, £M«.g..ia 16 8

100

135

too

185

100

14 7

At the present time there arc no hopes ol 
finding a market for half the coffee crop or for 
an important part of the output of cotton, 
timber, cocoa, and oranges.

The loss of markets for these products has 
hit the planters and the population living in the 
interior ver>’ severely. Purchasing power fell low 
and affected the volume of retail sales in the 
interior, so that collection of payment by whole
salers became so difficult that the latter reduced 
their sales and in many eases stopped them. 
This unfortunate position was not peculiar to 
Brazil but existed also in neighbouring South 
American countries which were unable to dispose 
of their crops. The effect was that that section 
of the Brazilian manufacturing industry which 
at the beginning of the war had experienced a 
boom owing to fear of scarcity and high prices of 
European exports, now finds it is working mainly 
to complete orders and has gone back to the one 
shift a day system.

However, the fact remains that some products, 
mainly the products of light industry formerly 
imported from the Continent, arc now scarce 
and expensive in South America, and Brazil, 
with its varied natural resources, its half-century 
of industrial experience, and (especially in Sao 
Paulo and Rio de Janeiro) its enterprising 
population, has turned its hand to the production 
of a more varied range of manufactured goods. 
The Government and the Bank of Brazil have 
assisted this movement by the grant of credits. 
The effect was visible in the imports for the first 
six months of 1940 which show the totally new 
category of rubber refining and manufacturing 
machinery gold). Imports also in
cluded relatively important quantities of machin
ery for vegetable oil extraction and paper manu
facturing.

Foreign enterprise has also contributed to 
the movement. Bata has started a boot and shoe 
factory and a ranch. An American firm has 
started a tyre factory.

Apart from this, there has been a more 
fundamental line of development. Under its 
five-year plan the Government is endeavouring 
to provide for an iron and steel industry large 
enough to satisfy the requirements of the country 
and even to provide u surplus for export, for 
railway development, including the completion 
o f a transcontinental line from Santos in Brazil 
to Arica in Chile, for river dredging, and for the 
state purchase o f ships. In conneaion with the 
problem of the disposal o f the coffee crop, the 
Government has acquired a Belgian patent for 
the manufacture of plastics from coffee, and 
"  cafelite "  is now being produced on an in
dustrial scale.

In the field of agriculture, financial aid lias 
been granted on a generous scale, experimental 
stations and seed farms have been started, and 
wheat, cotton, castor, maize and other seeds luve 
been distributed. By these means u is hoped 
both to supply the home demand (Brazil only 
produces one-tenth of its requirements in wheat 1 
and to provide diversification of production for 
export. For instance, maize seed is being dis
tributed, not because production is low (it already 
amounts of about 6 Mn. tons) but bemuse the 
type of maize produced is not suitable for expon 
This type is slowly being rcplac-cd by another 
that will be exportable, even though the war has 
swept away any possibility of this being done at 
present. C2oId storage accommodation is being 
provided to develop the Brazilian fisheries and 
eventually eliminate impons of salted cod, an 
important item in BraziPs balance o f trade.

Over and above this trend due to the •c'tion 
of the Government there is the wider trend of 
Pan-American action, rendered more objective 
by the difficulties created by the war. Fhe in
fluence of this must not he minimized. The 
Pan-American coffee agreement o f July, 1940, 
has probably saved Brazilian coffee from hcas'y 
loss o f ground in the United States market ; for, 
if the other South American nations had not 
agreed to the limitation of their sales to the 
United States on the basis of ihcir pre-war 
exports to that market, they would probably have 
displaced some of Brazil's exports w*ilh the coffee 
they could no longer place in Europe :— their 
coffees arc milder and more appreciated than the 
Brazilian varieties and their prices had by mid- 
1940 fallen dangerously near the price of Brazilian 
coffee. Other agreements have been entered into 
or arc under discussion between South American 
nations. Brazil and Argentina have concluded 
an agreement giving Brazil very apprxNriablc 
preferences over other countries in the Argentine 
market, and planning co-operation in the field 
of industrial development.
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Brazil is definitely gravitating away from 
European economic influences. It is yet too 
early to see the effect o f the British mission’s 
efforts, except perhaps that the value of exports 
to Great Britain has increased considerably, by 
almost 55% (1940 compared with 1939), whilst 
the value of imports is about 11.5%  down for 
the same period, so that a considerable favour
able balance has been created by Brazil and is 
probably the forerunner of imports o f machinery

and other goods from Great Britain. Perhaps 
this trend o f trade had something to do with the 
revolving short term credit of 825 Mn. granted 
by the Export Import Bank to Brazil in October, 
1940. In any case the magnitude and the use 
made of these American credits to finance long 
term industrial and railway projects will for many 
years to come have a major influence on Brazilian 
economy.

Acknowledgment is made to the Economic Research Division, London School of Economics, for 
permission to publish the foregoing article, which is the result of research undertaken under

their direction. ' ““

E R R A T A

TH E D E V ELO PM E N T OF A G R IC U L T U R A L  PR O D U C TIO N  IN  TH E U.S.S.R

By A lexander Baykov.

January, 1941, Bulletin.

Page 26. Footnote f : For 35*3 Mn. hectares, read I35’3.

16 116.

Page 29. Appendix I. Footnote * : For 1938, read 1933.

„  Table of Livestock, 1935, Cattle: For 59'2, read 49*2
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UNITED KINGDOM.
THE ECONOMIC EOSIITON.

Ju ly  26th, I9 4 i ‘

SINCE the end of March government expendi
ture has shown an apparent slight fall to an 
average of between £8oMn. and /^9oAln. per

week, which is about the level o f last autumn. 
As purchases under the Lease and Lend Act 
are now excluded, this apparent fall probably 
conceals a further rise in expenditure. Revenue 
has shown a large increase over the receipts o f a 
year ago, and the weekly deficit has been kept 
down to an average of about £58 Mn. In the 
budget estimates nearly £ 10  Mn. a week of this 
total was expected to be covered by receipts 
from abroad on account of loans and the sale of 
assets; the extra-budgetary receipts of public 
departments may be expected to provide another 
£3  Mn., while £8 Mn. or £9 Mn. may be re
garded as the normal seasonal deficit due to 
fluctuations in the inflow of revenue. There 
remained, therefore, a balance of £36 Mn. or so to 
be covered out of local savings. Thanks largely 
to the success of London’s War Weapons Week, 
the average amount borrowed on long and 
medium-term loans (including the increase in 
Savings Bank deposits) has exceeded this figure 
by a small margin since April ist. Further, 
of the increase from March to June of about 
£60 Mn. in the investments of the clearing banks, 
nearly £50 Mn. has been offset by a fall in Ad
vances. It can therefore be said with some 
confidence that so far during the financial year 
the ‘ gap in the budget ’ has been filled. Even if 
this success continues, however, the danger of 
inflation will not have been altogether removed, 
for the bank deposits created during the past two 
years have not yet had their full effect on incomes 
and demand. In this connection, the steady and 
rapid rise in the note circulation since January, 
much in excess of the normal seasonal expansion

and apparently not due to any increase in 
hoarding, seems to be a warning sign.

Wholesale Prices have been nearly stationary 
since April, the Board o f 'I'rade index rising only 
1 per cent, in three months. Phe movement in 
the Cost o f Living Index was slowly upwards 
till the beginning of Jun e; with the c*ontrol of 
the prices o f fish and o f eggs it fell slightly 
by July I S t,*  and usually rises in August as 
the new season’s poiatt>cs are included. I'he 
index has now only an indefinite relation to 
working-class expenditure, and the interest o f 
its publication is mainly in the details shown; 
it appears that the prices of all the more import
ant foods arc clfcctivcly fixed, and if  the ‘ coal and 
other fuel’ groupdocs not rise further, at least tem
porary stability has been attained. It is not 
known how expenditure, o f which much takes 
place on goods that do not enter into the index, 
has changed, nor what has been the increase in 
the cost o f maintaining the pre-war standard of 
nourishment for any persons who are able to afford 
and obtain unraiioned foods.

'I'hcrc is no further information published 
abt>ui earnings, but the index of wage-rates has 

very slowly, as increases have Ixren made 
now and again in impt>rtant industries. Actually

index risen since
August, 1939, while the Cost 
has risen about 30%  in two years. Fhe 
relation of earnings to clunge of ncccssar>’ expen
diture has been so dependent on the fonune of 
separate industries and localities and so variable, 
that these general index numbers do not afford 
a sufficient picture of the economic pt>si(ion of 
the people; but they have their use in framing 
wages and price policy, and in considering 
whether inflation is an imminent danger.

* Shown a« )unc 30th in ublc, p.77.

FINANCE & BANKING IN THE SECOND QUARTER OF F)41.
By F. W. Paish.

GO VERNM ENT FIN AN CE.—The effect of 
the American Lease and Lend Act, under which 
new purchases of war and other materials in the 
United States are no longer charged to the 
British budget, was seen during the second 
quarter of 1941 in a drop in the average weekly

expenditure on the Supply Sers’ices to about 
£76 Mn., as compared with about £80 Mn. 
from November to Fcbruar>* and nearly £ 10 0  Mn. 
in March. It seems likely that this apparent fall 
masks a further increase in expenditure over the 
average o f the previous quarter. Movements in
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average weekly revenue and expenditure since 
the beginning of the war are shown in the 
following table :—

GOVERNMENT REVENUE AND EXPENDITURE. (£Mn.)
Weekly Average.s. Revenue. Exi>enditure. Deficit.

Supply
T otal. Services. Total.

1939—Oct.-Dec. 15-9 35-6 41-8 25-9
1940—Jan.-M ar. 38-8 45-1 480 9-2

April-Juiie 14-5 47T 53-4 38-9
July -Sopt. 20T 66-6 69-6 49-5
Oct.-Dec. 22-8 77-0 83-5 60-7

1941—Jan. 1-25 58-4 84-4 88-5 30-1
Jan. 26-Feb. 22 55T 77-6 80-2 25T
Feb. 23-Mar. 31 43-0 99-5 98-7 55-7
April 1-26 24-8 75-6 83-5 58-7
April 27-May31 23-6 76-3 80-7 57T
June 1-30 25-4 76-3 84-1 58-7

Total expenditure for the quarter was £iiOj4 
Mn., or at the rate o f about £4,300 Mn. a year. It 
is probable that the quarter’s expenditure was 
swelled by certain payments made in the United 
States for goods ordered before the passing of 
the Lease and Lend A c t ; such payments will 
presumably gradually disappear from the re
corded total o f expenditure, which will, pro tanto, 
tend to fall. Any such decline will, however, 
in all probability be at least offset by increased 
expenditure in other directions, and it seems 
possible that the Chancellor’s budget estimate of
£4,200 Mn. may prove to have been too low 
rather than too high.

O f the quarter’s expenditure o f £1,074  Mn., 
£ 3 19  Mn., or £ 1 3 1  Mn. more than in the corres
ponding quarter o f last year, was financed by 
taxation. The deficit o f £755 Mn. was financed 
as follow s:—

GOVERNMENT BORROWING. SECOND QUARTER, 1941.
(£Mn.)

Nat. Savings Certificates 
3% Defence Bonds 
3% Savings Bonds •  *  •

« % »

3% Defence Loan 
2i% Nat. W ar Bonds ...
Other Debt ..............

Total long & medium 
term  debt ... 

TreasJiry Deposits 
Treasury Bills, Tender 

1 > Tap
W. & M. Adv. Govt. Depts. 

Bank of England

«  •  »

tf

Total ...

April May June Total for
(26 days) (35days) (30days) Quarter

13-4 30-5 19-8 63-7
16T 26-5 15-6 57-2
22T 71-6 35-9 129-6
45-7 45-7
27-6 114-8 591 201-5

3-6 6-7 10-3
123-9 247-0 137-1 508-0
73-0 -  4-0 20-5 89-5

 ̂ 23-8 (■40-0 t 
(40 0 j 41-6 145-4

-  8-7 -27-5 22-7 -  13-5
8-0 -  8-0 28-3 28-3

220-0 287-5 250-2 757-7

O f the quarter’s expenditure, 30% was 
financed out o f taxation, 47%  out o f long term 
borrowing, and 23%  out of short-term borrowing. 
The corresponding percentages for the second 
quarter o f 1940, when the total o f expenditure 
was only £695 Mn., were 27% , 48% and 25% . 
O f the expansion of £250 Mn. in the Floating

i

Debt something like £ 10 0  Mn. can probably 
be ascribed to seasonal causes. The bulk, if  not 
the whole, o f the remainder is probably covered 
by the increase in the funds in official hands and 
in overseas-owned sterling assets. For this 
quarter at least, the tendency towards further 
credit expansion has probably been checked, 
thanks largely to the very large amount of 
money raised during May by London’s War 
Weapons week.

F loating Debt.—O f the increase o f £250 
Mn. in the floating debt during the second 
quarter, £ 14 5  Mn. was due to an increase in 
Treasury Bills, £89.5 Mn. in Treasury Deposits, 
and over £28 Mn. in Ways and Means Advances 
from the Bank of England. Ways and Means 
Advances from Public Departments fell by more 
than £ 13  Mn. Since both March 31st and June 
30th fell on week-days, the comparison is confused 
by the effects on both end-quarter figures o f the 
half-yearly window-dressing operations. Apart 
from these, it would seem that bills issued by tender 
increased by £ 10 0  Mn. (as a result o f raising 
the weekly offer from £65 Mn. to £75 Mn.) 
and ‘ tap ’ bills plus Ways and iMeans Advances 
from Departments by about £60 Mn. The in
crease in short-term debt in official hands is 
much smaller than in previous quarters, and 
this no doubt reflects in part the depletion of 
the Exchange Account’s gold reserve. But 
even so, the figure appears to be less than the 
estimated quarterly increase in departmental 
funds, some part o f which may therefore have 
been invested in longer-dated securities in 
addition to the £46 Mn. o f 3%  Loan taken up 
by the Savings Banks in April.

Bank of England.—The note circulation 
increased from £614.6 Mn. on April 2nd to 
£643.4 on July 2nd. This rate o f expansion, 
though much less than the increase during the 
same quarter o f 1940, is greatly in excess o f the 
normal pre-war seasonal movement. The con
tinued rise in the circulation necessitated at the 
end of April a further increase of £50 Mn. in 
the Fiduciary Issue, which now stands at £680 
Mn. The note reserve o f the Banking Depart
ment at the beginning o f July was still nearly 
£37  Mn., so that a considerable further increase 
in the circulation will be possible before another 
rise in the fiduciary issue becomes necessary.

The Bank’s security holdings have been 
increased pari-passu with the note circulation, 
and, except for a short period towards the end 
o f May, when Public Deposits were temporarily 
inflated as a result o f London’s War Weapons’ 
Week, Bankers’ Deposits have been maintained
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(laUiMoney ui the cx|>cnsc of discounts, 
gcncrnlly remained throughout the quarter at a 
comfortable level, though once or twice Hankers 
Deixisiis at the Hank of Hnglund were tem
porarily reduced by an expansion of ('n>vcrnmcnt 
Deposits due to heavy receipts from loans.

-Prices o f industrial sccuri-Shcuritv Puia-s.-
lies resumed their recovery during the see^nd

at the comfortable level ol £ 1 10 —/;i20 Mn.
At the beginning of July the windiw-drcssmg 
operations of the banks caused Bankers De
posits to rise temporarily to the high figure o 
/164.4 Mn„ largely as a result o f the Bank of 
England’s Ways and Means Advances to the 
Government to enable it to meet 1  rcasury bills
maturing before the close of the half year. —  _  . w ' i . i

(juaricr, especially in Alay and June, and con-
Clearino Banks.—During the second quarter juring the hrsi half o f  July. Hy mid-

of 1941 bank deposits resumed the rise icmptir- 
arily interrupted in the first quarter. l*or 
London clearing banks the increase was from
£2,625 Mn. in March to £2,794 Mn. in June, or
nearly 6.\%,as compared with a normal pre-war 
seasonafrisc of about 2% . The increase, how
ever, is reduced to 5 i%  if the rise of £30 Mn. 
in Balances with Other Banks and Items in
Transit is eliminated.iimioit .a __________ Allowing for changes in
these items, recent movements in net deposits 
are as follows:—

NIN1-: CLKAUIXO HANKS.
ItrOHM BabiiK'cH witii Other Hniikii N it

ami IteniH in Tmiinit. l)e|Miiill».

1940. £Mn. £Mn. £.Mii.
.Tunc ... ... 2341 119 2222
September ... 2466 lOG 2360A#
Deecinbcr ... 2657 130 2SZI

1941
Marclj ... 2625 117 2508
Anri) ... ... 2686 no 2670

1

3Iuv . . . ... 2677 100 2508
.Time ... ... 2794 147 2047

Further, it must be remembered that with 
the great rise in taxation, the amount by which 
average revenue between April and December 
falls short o f the average for the year, and there
fore the absolute seasonal lluctuaiion in the 
floating debt has probably increased. The rise 
in net deposits from March to June may be only 
some £50 Mn. more than can be ascribed to 
seasonal causes.

The rise in assets which accompanied the 
increase in Deposits took place almost entirely in 
short-term assets, for the quarter’s increase of 
£54 Mn. in Investments was largely offset by a 
fall o f £46 Mn. Advances, with the result that in 
June, for the first time, the total o f Investments 
exceeded that of Advances, The largest in
crease was shown in Treasury Deposits, which 
rose from £359 Mn. in March to £444 Mn. in 
April and £465 Mn. in June. Discounts fell 
further from £ 18 7  Mn. in March to £ 16 3  Mn. in 
May, but in June at last reflected the cflecis o f 
the April increase to £75 Mn. in the weekly 
issues of Trcasury Bills by tender in a recover}' 
to £ 184  Mn. The rise in discounts would no 
doubt have been greater but for the effect o f the 
end-June window dressing operations, which 
normally inflate the totals for Cash and Call

tinued U during the lirst nan 01 juiy. i>> miu- 
July our index had recovered to its highest 
point since April, 1940. Prices ol fixed interest 
securities also continued their gradual rise, and in 
mid-July reached their highest level mikx early 
in 1937. Short-term interest rates remain steady
at a very low level.

R F C liN T  M OVFM KN I S.
Government expenditure during July averaged 

about £84'. Mn. per week, or about £2  Mn. |>er 
week more than during the preceding quarter, 
but this rise was more titan olfset by an increase 
of nearly £6 Mn. a week in revenue to an average 
of £30.2 Mn., and the average weekly deficit fell
by nearly £4 Mn. to £54.3  ̂ **'
revenue during July does not seem to have been 
wholly seasonal; the July rise is probably pnv 
poriionally smaller now that st> much tax on earned 
income is collected monthly. For the financial 
year to date, aggregate government expenditure 
has been £1*388 Mn., or at the rate o f about 
£4,350 Mn. a year, while revenue lias totalled 
£431 Mn. Revenue lias thus covered 3 1 “ ;, of 
expenditure, whereas during the corresponding 
period o f last year only 29**o ® expend
iture of £968 Alii. was met out of re\‘cnuc.

Aggregate cxj>cnditurc during the first 26 days 
of July totalled £313 .7  Mn., and aggregate 
Revenue £ 1 1 2 . 0  Mn. The deficit o f £20 1.7  Mn. 
was covered as follows :■ 
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The volume of subscriptions to long-term 
loans fell below the levels of previous months, 
but the larger issues of bills enabled the Trcasur>^
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to dispense with fur±er recourse to borrowing 
from the banks on Deposit. Owing to the fact 
that the figures for tender bills are not available 
for June 30th it is not possible to calculate how 
much o f the bill issue during July consisted of 
tender bills and how much o f tap bills. It can, 
however, be determined that between M ay 31st 
and July 26th the total o f tender bills rose from 
£905 Mn. to £960 M n., and that o f tap bills from 
£1410 Mn. to £1492 Mn. O f the rise in tap bills, 
it is probable that about two-thirds occurred 
during July. Taking this increase in conjunction 
with the rise in Ways and Means Advances from 
government departments, it seems likely that 
considerably larger sums were provided from 
official sources during July than in any previous 
month this year. The absence o f a further

increase in Treasury Deposits during July gives
some reason for hoping that the clearing bank
figures, when published, will reveal that the rise
in Deposits during the month has not been more 
than seasonal.

The Bank o f England statements reveal a 
continuation o f the steady rise in the note 
circulation which has been in progress since 
January, at a rate considerably in excess of the 
normal seasonal movement. By July 23rd the 
circulation had reached a total o f £652.7 M n., as 
compared with £639 Mn. on June 25th. The 
Bank s holdings o f securities have been expanded 
pari passu with the note circulation, and Bankers’ 
Deposits have been kept at a very comfortable 
level, except when temporarily depleted by 
occasional rises in Government Deposits.

WAGES
By A. L. Bowley.

P R IC E S .—The movements o f the Board of 
Trade Index o f Wholesale Prices are shown below:

1939
August . 
November

1940
February . 
May 
August 
November

1941
February ...
May
June

General, Food. * Materials, etc.
... 100 100 100
... 121 126 118

... 131 140 126

... 136 142 131

... 143 150 137

... 150 158 144

... 153 160 150

... 154 160 151
... 155 16L 153

* Including tobacco.

The rate o f increase has again slackened till 
it is only about 1%  in three months. Since 
March there have been increases in most o f the 
Board of Trade categories, slight except for coal 
and “  other textiles ”  (due to jute and artificial 
silk). There has been a slight fall in the meat, 
fish and eggs group (attributable to the second 
item) which compensates an increase in cereals.

The Cost o f Living Index Number is more 
important because o f the price changes in its 
constituents than in the total. The most recent 
figures published in detail are for July ist, and 
except for a rise in the price o f bacon and a fall in 
that o f fish and o f eggs (since reduced with the 
maximum price fixed at 2-ld.) there is little 
change since March ist, for which date details 
were shown in the last Bulletin, p. 36.

O f the increase o f 28% in the index since 
July 1st in 1939, about 1%  is due to the tax on 
sugar, 1%  to that on tobacco, etc. (which is 
given much less importance in the compilation 
than would be usually attributed to it), and 3%  
to the Purchase Tax.

From May 31st to July ist the food index

had fallen i j %  (owing to reduced prices o f fish 
and eggs), and the general index -|%, but in the 
two years since July ist, 1939, the increase was 
20^y. But the index in July and August is always 
disturbed by the change over from old to new 
potatoes.

In the Table, in which comparison is made 
with July 1st, 1939, instead o f with September 
1st, to eliminate seasonal influence, it is notice
able that the increase in price is small for bread, 
flour, some classes o f meat and o f margarine. 
But the meat index does not include tinned or 
sausage meat or offals, or other kinds which are 
commonly purchased, especially by those families 
who before die war did not spend more than the 
existing ration for meat allows.

FEKC’EXTAGE IX'CREAv^E AT 1st Jl'E Y , 1941. 
CO:\IPAKED WITH 1st JULY, 1939.

Beef, British—
Ribs ..............
Thin Flank

Beef, Chilled or Frozen
Ribs .............
Thin Flank ...

Glutton, British—
Legs ............
Breast.............

Mutton, Frozen—

Rent...
Clothiii; 4 ft •

Fuel and Light— 
Coal 
Gas

« ft ft

ft ft ft

Total ft « ft

Legs ft ft ♦
U  Other items

Breast... 
Bacon
F ish .............
Flour
Bread
T e a .............
Sugar (Gran.) 
Milk ... 
Butter— 

Fresh 
Salt 

Cheese

ft « ft ALL ITEMS 
inch Food 28

ft ft ft

ft ft ft

*  ft •

♦  f t  ft

ft ft ft 4 •

Margarine—
Special 
Standard 

Eggs (Fresh) 
Potatoes

ft 4  ft

36
ft ft «

Totiil Food 20

7 0

/ " •

. .  ^
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It is no doubt possible to construct a plau
sible ration in which bread and margarine would 
have a conspicuous place, which did not cost as 
much as 27%  more than two years ago. Hut in 
S  houseke^Tcrs who have suilicient money 
have supplemented their rations by purchases of 
whatever was in the market, o f more expensive
k in d s  offood and of kinds that had risen more
in price. The actual increase in expenditure on 
food has varied very greatly from family to 
family, and it would be only by a study ol 
actual budgets, comparable with pre-war budgets, 
that real information could be obtained. It is 
not reasonable to suppose that families are pur
chasing the same quantities of the same kind of 
goods as two years ago, so that the basis o f the 
index number is destroyed. Now information 
would be of a form showing the increase ot 
expenditure and the change in caloric and 
protein content. No doubt rent should be 
treated separately, since such a considerable 
proportion of the population has changed 
residence. It is an open question how the 
increase of prices of tobacco and alcohol, w-hich 
are mainly due to taxation, should be treated.

WAGES.— In the account given in the last 
Bulletin, p. 37, increases in the w'oollcn industry 
and on railways w'crc accidentally omitted. 
Revised figures for the general wage rate index 
number are given in the Tabic on page 78.

The only changes of importance that affect 
this index since April arc an increase in builders’ 
rates, which arc still bound to the Cost of 
Living Index Number, and the extra shilling 
per shift for coal miners. There is no exact 
information available about the changes in average 
rates or earnings of coal miners, which have 
been very complicated during the past two
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o f Labour may be interpreted as the prcsers'ation 
o f extra rates for overtime and night work and 
any other customary additions. I his is to be 
distinguished from the declared general j>olit7 of 
the CJovcrnmeni which is applicable to the 
control o f rates for the normal week and for
unchanged work.

The increase in wage rules, as afsart from earn 
ings, has been moderate by our index only
during the past twelve months.

It may be noticed tltat though flat rate in
crease's have not been common, as they were in 
the last war, the wages ol building and engineering 
Iabt>urers liave increased by a greater percentage 
than have artisans' in those industries.

It is clear that there has been no common 
policy in changes of wage rales. Only three of 
them have been as great as the increase in the 
Cost of Living Index.

This Wage Index should not be interpreted as 
applying to average earnings  ̂ which arc strongly 
affected in many industries by overtime and 
piece work. The declared policy of the Minister

U N EM PLO YM EN T.— rhe statistics ol un
employment now' relate to all persons registered 
for employment at the Labour Hxdtanges and are
as in the following 'Table.

i:Mi*i.oYMKNr i t i roui KH^ •
<iUKA 1 h i m  SIN

ilrll Wuinrti
Ulti

:u /
un*
S7

fi>i

I
s 24H

2i'

1931)  A u k

t st .
Nov.

1940
I'.b.
M »r.
\ | . l .
.Mmy
Itllir
Jul.v 
Au«

U rt 
Nov

1941 J m i .

IVl».
Mur 
\l»r.
Mmy

• I’ lKiitf* in Hlo" (rf) o m1
'I'minitiK i*h«» l«o» f^) •‘-•■I

•iilHir4|tM>nU.v. M im ttry o f  l^hflur O a u ttft  j u i n

It is not clear how these are affected by the 
calling up of women o f the age gmups 20 and 
upwards. Nor do wc get any definite mfonnation 
from the Table o f the change in the numbers ol 
persons at work, since wc do not know how many 
people usually without occupation have registered.

The total number applying for work has 
steadily and rapidly diminished since |anuar>\ 
1940, and is now small.

Some evidence is available about the reduc
tion o f unemployed irtwed persons from the 
statements o f the benefits paid from the Un
employment Insurance l-und. These do not relate 
very closely in date to particular weeks o f 
unemployment, since some employers render
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quarterly accounts and owing to other causes. But 
when taken quarterly, the disturbance is diminished 
and from one year to another the figures should 
be significant. It is noticable that the customary 
increase in the winter months did not occur last 
winter quarter.

For closer interpretation o f these figures it 
would be necessary to take into account certain 
changes in the amount and conditions o f benefit.* 
Total contributions from employers, employed

* Rates o f contribution increased in August 
was raised from £250 to £420.

persons and the Exchequer increased from 
£ i ‘2 million weekly in May, 1940, to £1*4 million 
in May, 1941.

UNEJIPLOYMEXT FUND.
A. Expenditure on Benefits. B. Contributions by Eniployees,

Weekly averages, £000’«.
Qtr. ending A B Qtr. ending A B

:\Iay 27th, 1939... 867 410 May 2Sth, 1940... 490 401
Aug. 26th, 1939... 630 449 Aug. 31st, 1940... 341 435Nov. 25th, 1939... 637 423 Nov. 30th, 1940... 444 448
Feb. 24th, 1940... 825 403 Feb. 22nd, 1941... 388 474

AIay24th, 1941... 195 478
1940, and in September 1940 the limiting income

WHOLESALE PRICES.
See S upplements/or March, June, September and December in 1938-39; before 1938 see Bulletins for these months.

COMPARATIVE INDEX NUMBERS FOR 6 COUNTRIES.

The table below gives comparable index-numbers o f wholesale prices, based upon a list o f commodities 
as nearly identical as possible for all the countries, and the same method o f calculation and weighting 
is applied in each case. The index-numbers were described in detail in Special Memorandum No. 24.
Figures for 1940 ^^d 1941 are based upon such data as could be obtained from reliable sources.
The figures for 13 countries in the table opposite, which are derived from the League o f Nations 
monthly bulletin, are affected by differences o f content and method o f calculation.

FOOD—
United K’gdoinJ

Swedeii .........
Canada ..........
New Zealand..
S. Africa ......

MATERIALS—
UnitedK'gdoin**

Swedent ......
Canada ..........
New Zealand..
S. Africa ......

rOTAL—
United Kingdon 
XT• 4
Canada ..........
New Zealand..
S. Africa ......

Base 1925=100

1940 1941

Base 
1913

i =100

June July j :

102
69

(103)
74

106
98

Sept. Oct. Nov

90

100
70

(103)
75

99

Dec. Jan. Feb. 3Iar. Apr June Year 
! 1925

j  t

82 83

100
72

(108)
76

105
99

102
74

U12)
76

106
100

105 
73

(112)
76

106 
100

109
75

ai2)
77

107
100

109
75 

(113)
76 

107 
101

94

77

94

110 
75

(130)tt 
77 

107 
102

112 113

103

99

80

105

100 ! 101
79

101

t  Unweighted averages of price quotations for 10 materials compared with their levels in May. 1940—Timber, Leather. Newsprint, 
Non-ferrous Metals, Petroleum, Linseed Oil- I Excluding Rye. ** Excluding Wood and Wood pulp,

t t  Petroleum said to have risen by piore than 130% from February to March,
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IC 1938 Avrrn««'
1939 Avonigo 
1910 Avfragt*
1940—lau.

Voh.
Mar. 
Apr.
May
•Imio
.luiy 
Aujf. 
Sept. ... 
Oct. 
N4)V.

» a •

a a a

•  a •

•  a •

•  « •

a •  a

•  a a

a a a

«  a a

a a  a

cs 1941— Inn. ... 
Feb. ...

4

Mar. ...
.\p r. ...
Mnv •••a

5 .
•lune ...

IS
1938 .\verage
1939 .\vornge

p 1940 .Average 
1910—Jnii. ...

1941

Feb.
Mar.
.\pr.
May
June
.Inly
An«.
Sept.
Oct.
Nov.
Dec.

• J n i i .
Feb.
Mar.
Apr.
May
•luiU'

«  a a

a  a a

•  a a

a a a

a a a

•  «  a

a a  a

a  a  a

a a  a

a  a a

a  a a

a (  a

a  a a

a a a

1938 .\venigc
1939 Avern^e
1940 Avi‘rug<
1940—.Tnn. 

Feb. 
Miir. 
Apr. 
May
iluiie
July 
Ang. 
Sept. 
Oct. 
Nov. 
Dee.

a •

a •

a  a

■ •

a a

•  a

a a

a a

a a

a a

IN D EX N U M BER S OF BR IC ES IN 13 C O U N T R IE S. 

As quoted in the Monthly Bulletin of the League o f Nations.

h i::!

f 0

120

a

1941-Jan . 
Feb. 
Miir. .. 
Aiir, .. 
May ..
.Junn ..

(«)% of 1955. lb) % (»f 1931

105
105
103
103
103
109
107
108
110 
112 
112 
112

00

93

i r .

W ntlLKHAIJ: .  <»r 1920

105
108

109
112
12R

120

101
101
101
102
102
103

125 114 tiu 111
122 DO 100 116

142 12(i 140
135 146 114 130
136 144 115 13H
138 142 110 140
141 143 117 141
143 142 125 142
143 140 124 143
144 130 127 140
147 159 127 146
148 140 133 14M
160 141 134 164
152 141 130 157

142 138 LM
143 m

III

rA ib . ( OST OF 1.1 VINO. \  OF 19L9
.61 itfi */» <a-

05 04 92 62 n o 1 1 0 86 106 85 86
98 04 93 82 130 125 81 108 80 H4

91 84 143 86 m 94 85

100 95 06 82 134 136 85 I t s 93
10 1 05 as 1.34 138 HS 117 90 :Ti
10 1 06 84 135 140 82 118 90 K'.
10 1 97 97 84 138 145 83 l » 91 tu
102 97 97 85 140 145 84 12 1 82 86
102 97 97 85 144 145 K4 123 05 86
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THE CONTROL PRICES WAR-TIME
By F. W. Paish.

At  the beginning of the war, the Government 
had the choice between two me±ods of war 
finance. On the one hand, it could have 

imposed such stringent taxation or forced loans 
that the public’s net incomes would have fallen 
by an amount equal to the required increase in 
government expenditure (apart, o f course, from 
expenditure abroad financed out o f foreign loans 
and the sale o f assets), thus reducing every tax
payer’s income to an amount sufficient to enable 
him to maintain his own efficiency as a producer 
and to support his family in health. The diffi
culties o f such a policy would, o f course, have 
been immense. Apart from the political and 
administrative difficulties o f extending very high 
rates o f direct taxation to all levels o f incomes 
above the lowest, it would hardly have been poss
ible to adjust taxation exactly to the particular cir
cumstances o f each individual. The result would 
probably have been the infliction o f unbearable 
hardships on some, and widespread default on 
financial obligations of all sorts. Many people 
would probably have been thrown out o f work 
before the fighting services and war industries 
were ready to absorb them, and the absorption 
o f the existing unemployed might have been 
made more difficult. Further, many of those 
owning marketable assets would have attempted 
to realise them or borrow against them in an 
effort to meet their obligations or maintain their 
standard of living, and there would almost cer
tainly have occurred a sharp rise in rates of 
interest.

In view o f the difficulties and dangers o f this 
course, it is not surprising that it was rejected. 
Nevertheless, it would have had one great advan
tage. Each member o f the public would have 
been able to spend freely the fraction of his 
income which he had left, and within the limits 
o f that income would have been able to influence 
through the price system the direction of such 
productive capacity as could still be spared to 
cater for consumption. In this way, each indi
vidual would have been able to get the maximum 
benefit out o f his remaining income by arranging 
his purchases in accordance with his own scales 
o f preference; and the best use would have been 
made o f those resources which could be spared 
to serve the public.

The other policy, which was the one in fact 
adopted, was to obtain only a relatively small part 
o f the government’s expenditure by taxation, and

to finance a large part of the remainder by borrow
ing from the banks, so that the government’s 
expenditure was increased more than the 
public’s net income was diminished, and the 
volume o f bank deposits and of other forms of 
money was expanded. The effect on prices o f 
this expansion of credit was for some time limited, 
for three main reasons. In the first place, the 
large stocks accumulated prior to the war enabled 
consumption to exceed output for a considerable 
time; secondly, a large quantity o f idle resources 
was gradually taken into employment, and output 
was consequently increased; and thirdly, the 
developments o f the war brought a great increase 
in the demand for money to hold as a liquid asset, 
so that much o f the increased quantity o f money 
was, at least temporarily, held out o f circulation.

By the end of the first eighteen months of the 
war the power of these offsetting factors had been 
largely exhausted. Stocks o f consumption goods 
in private hands had been largely depleted; 
unemployment had been reduced to small dimen
sions; and the gradual improvement in the military 
situation rendered unlikely the development of a 
new demand for cash to hold such as occurred in 
May and June 1940. It became clear that, with 
the increase in bank deposits which had already 
occurred, the amount o f money circulating 
through the hands of the public was far too great 
for them to be able to spend their net incomes 
freely without causing a very great rise in prices. 
The government therefore made heavy increases 
in taxation in the 1941 budget, and gave every 
possible encouragement to the War Savings 
campaign. But even these measures have proved 
inadequate to reduce the spending power of the 
pubhc to the level necessitated by the reduction 
in the available supplies o f consumption goods.

There remained two possible courses of 
additional action; firsdy, to keep the net incomes 
of the public as low as possible; and secondly, 
to prevent their spending more of their incomes 
than was commensurate with the value at present 
prices o f the flow of consumption goods still 
available for their use. As regards incomes 
derived from the ownership of capital, the com
bined effects o f excess profits tax, income tax and 
surtax have gone a long way towards achieving 
the desired result. I f  rises in costs o f production 
can be prevented, increased expenditure by the 
government of money borrowed from the banks 
merely results in increased receipts from excess
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profits tax, and cannot affect the demand for 
consumption goods. On the other hand so long 
as existing bank deposits can be freely drawn on 
and marketable securities can be freely sold, it is 
always possible for anyone with capital to main
tain or increase his consumption, despite a fall in 
current income, by realising assets. This could 
be prevented only by the severest control o f the 
use of assets, though it might be checked by a 
financial stringency and a rise in interest rates. 
The position with regard to incomes derived Irom 
wages is even less satisfactory. The very exist
ence of the excess profits tax, which in the absence 
of a rise in costs of production canalises the whole 
of an increase in government expenditure back 
again to the Treasury, reduces the incentive of 
employers to fight against rises in costs; and there 
is a serious danger that a good deal o f the increas
ed government expenditure may escape from its 
canal and percolate, via higher wages, on to the 
markets for consumption goods. The dangers 
of such an increase in purchasing power, without 
any possibility of a corresponding increase in the 
supply of goods available for purchase, are 
extremely well explained in the recent Parliament
ary White Paper on ‘ Price Stabilisation and 
Industrial Policy ’ (Cmd. 6294), But the govern
ment does not feel able to go beyond giving 
warning and advice to those responsible for wage 
negotiations, and in view of the reception given 
to the White Paper by the Trades Union G^uncil 
it seems by no means certain that the tendency for 
money wages to increase will be effectively 
overcome.

In the absence of effective control o f the 
amounts available for expenditure, the govern
ment, if it wishes to avoid an uncontrollable 
rise in prices, will be compelled more and more 
to fall back on the second of its alternative 
courses—to prevent the incomes from being 
fully spent. The first stage towards this end 
usually takes the form of the fixation of maximum 
prices. I f  these are effective, it means that 
those who would be prepared to outbid others 
for the scarce supplies arc prevented from doing 
so, and that the amount demanded at the fixed 
price is in excess of the supply available. It is 
also possible that at the price fixed there may be 
a reduction in supply, although in war-time 
conditions this is not likely to be important.*

* If the law is evaded, and supplies arc sold through 
a ‘ black market* to the highest Didders, there will of 
course be a reduction in supplies available to the general 
public. Also, unless allowance in the maximum prices can 
be made for variations in costs of transport, supplies arc 
likely to be relatively plentiful near their points of pro- 
duaion and scarce elsewhere.

The  excess of demand over supply ai the price 
fixed leads to many undesirable consequences, 
including shop-hunting and queues, favouritism 
by wholesalers or retailers, or at best arbitrary 
rationing by shopkeepers on their own responsi
bility. These dilficuliies, however, are distribu
tional. I f  people can be prevented from paying 
higher prices than the legal figure the total 
amount of money which can be spent on any 
pricc-conirollcd type ot article is limited to the 
supply of gtHKis multiplied by the price. The 
more gt>ods that are pnce-conirollcd. tlie more 
money is set free to buy non-coni rolled ginnls, 
and the stronger the tendency o f non-conirtilled 
prices to rise. Once c'ontrol lias l>ecn insuiuicd 
for some commodities, it therefore tends to be 
applied to more and more, until it is extended to 
virtually the whole range o f consumers* goods. 
When ail goods arc effectively price-controlled, 
the total amount o f money which can be spent is 
limited, and aggregate net incomes in excess of 
this figure must cither be spent in ways which do 
not compete for the current fiow o f goinls or 
must be saved.

The distributional difficulties which arise fnnn 
price control (which in effect favours those with 
plenty of time to spare as against those who arc 
doing most work) has led and will pn>bably con
tinue to lead to an ever-widening extension of 
the system o f rationing. Rationing by individual 
commodities, while it has many administrative 
conveniences, has one supreme disadvantage : by 
giving an equal ration to cver>*body, it ignores 
variations in individual needs and tastes, and thus 
prevents the public from getting the full value 
from what it spends on rationed articles. In a 
few extreme and obvious cases these differences in 
wants arc reaigniscd—vegetarians can now surren
der their meat ration for an extra ration of cheese 
and diabetics their sugar ration for more meat 
but in the great majority of cases pctipic arc de
prived of additional supplies o f aimmoditics m 
exchange for which they would willingly surren
der pan or all o f their share of other, and perhaps 
equally scarce, commodities. Hven such a partial 
escape from the rigidity of the system as would 
be provided by the barter o f coupons is prohibited, 
presumably partly to prevent a rise in total con
sumption and partly to avoid giving scope for 
forgery; and though it is presumably impossible 
to forbid the bartering o f commodities after pur
chase, the inconvenience of such iransaaions 
probably prevents their development on any large 
scale. Only within the family can the consump
tion of rationed goods be appreciably adjusted to 
variations of taste, which is probably one of the 
reasons why, under rationing, it is easier and
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more economical to cater for a large family than 
for a small one.

The economic loss from rationing by individ
ual commodities becomes increasingly obvious 
as rationing is extended from basic necessities to 
goods for which variations in taste are still more 
marked. In the case of clothes, the loss has 
been reduced by allowing freedom of choice to 
the consumer as to how and where he may use 
his clothes coupons. Further, rationing by 
quantity and not by value gives him the power 
of choice of quality and thus enables him to some 
extent to vary the distribution of his expenditure 
as between clothes and other goods, though it has 
the disadvantage that those with larger incomes 
are still able to obtain a larger share of the avail
able output of goods by buying articles of better 
quality and longer life.

If, as seems likely, the government is compel
led by the increasing excess of demand over supply 
at existing prices to extend the system of 
rationing, it is probable that it will increasingly 
resort to rationing by groups of commodities, 
between which the consumer will be allowed 
freedom of choice—cigarettes, chocolate and
sweets, for instance, have been suggested as a 
possible group. It would be possible to ration 
such a group by quantity—e.g. one coupon would
buy ten cigarettes or a quarter of a pound of 
chocolate—but it would be simpler to ration by
price, and to allow each consumer to spend a 
given sum per week or per month upon all or any 
of the commodities included within the group. 
This might well reveal that at existing prices 
supplies of some constituents of the group ŵ ere 
relatively too large and of others relatively too 
small; the situation could then be adjusted either 
by changes in prices, or by changes in output, or 
by both.

The logical development of such schemes of 
group rationing would be to merge into one group 
as many commodities as possible, including 
perhaps certain articles at present rationed 
individually. Since the fixing of coupon values 
for a large range of quite different commodities 
would be a matter of great complexity, the global 
ration would probably be fixed in terms of value 
rather than of quantities; the scheme would thus 
resemble that associated with the name of 
Dr. Kalecki.* It has now been suggested by

* M. Kaleckij "  General Rationing. 
Statistics, Oxford, Bulletin^  January, 1941.

>> Institute of

■'"i ■

Dr. Polakf that once the global ration had been 
fixed it would be possible to remove the control 
of prices; for when the total amount which could 
be spent on the group of scarce commodities has 
been fixed, no general rise in prices could take place, 
and rises in some commodities would be com
pensated by falls in others. Further, since the 
amount of purchasing power at the disposal of each 
consumer would be stricdy in proportion to the 
size of their families, there could no longer be any 
injustice in allowing the available supplies to go 
to the highest bidders. In this way all would 
secure that distribution of goods, which, at the 
prices, they preferred.

By this means it would be possible to obtain 
most of the advantages of both the alternative 
courses mentioned at the beginning of this article. 
Since net incomes above the rationed limit would 
be left free, the taxpayer would still be able to 
meet his financial obligations, rent, insurance, 
subscriptions, school fees, etc., and would not 
need to force up the rate of interest by realising 
his assets or borrowing money; indeed, the in
centive to sell securities or to borrow would be 
still further reduced. At the same time, each 
consumer would be left free to distribute his and 
his family’s consumption within the total limit 
allowed and thus avoid the economic disadvan
tages of rationing by commodities; while the 
resultant changes in relative prices (without any 
general rise in price) would provide a valuable 
indication to producers and to the government 
of desirable changes in the distribution betw’een 
alternative uses of such resources as could still 
be spared to serve the consumer.

Finally, such a system would provide a con'C 
yenient means of a post-war return to consumers’!.
freedom. A gradual increase of the global ration 
could be made to keep pace wdth the restoration 
of supplies of available consumption goods, until 
it was possible to remove it altogether. Meanwhile, 
as government expenditure declined, the excess 
of net incomes over the ration would be available 
for providing industry with the capital it will 
need for reconstruction, and the government 
with the sums necessary for funding the shon- 
term debt and reducing bank deposits once more 
to a level conformable with peace-time monetary 
needs.

-I J. J. Polak, ‘ ‘ Rationing of Purchasing Power to 
Restrict Consumption.”  Economica, August. 1941.
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P E B .........
MAR........
A PR IL  ...
MAY........
JU N E ... .
J ULY.......
AUG.........
S E P T .......
OCT.........
NOV.........
D EC .........

1939
JA N ..........
F E B .........
M AR........
A PR IL ....
MAY........
J U N E .....
JU L Y  ...
A U G ........
SEPT. ...
OCT.........
NOV.........
D EC.........

1940
JA N .........
PK B.........
MAR........
A PR IL ...
MAY ......
JU N E  ....
JU L Y  .. ..
AUG........
S E P T ......
OCT.........
NOV........
D EC.........

1941
JA N .........
F E B .........
MAR........
A PR IL  ...
MAY........
J U N E ......
JU L Y  ...

PRICES AND WAGES.
W H O LESA LE.

B ar
Silver
(Cash).

d. per oz.

Board of T rade Index Nos. 

G eneral Food.

%  %  %

M aterials,
etc«

S tatist (Sauerbeck) Index Nos« 

Food«

% %

Raw
M aterials. Total.

%

93-69I- 34-0 100 100 100 100 ★ 100 100
84-951' 24-5 82-2 ' 87-41 79-4 84 81 82

124-871- 18 1 61-6 63-1 60-7 57-5 57 67-5
137-651 21-4 63-3 64-8 62-4 59-5 — 58 59
142-lOt 290 64 0 660 62-7 59 61-5 61
140-291- 20-2 67-9 69.9 66-7 62 65 64
140-76-1- 20-1 78-2 77-8 78-0 71-5 — 75 73-5
142-49 19-5 72-9 74-1 72-1 65 66 65-5
154-99 20-5 74-1 74-4 73-6 65 72 69

14017 20-1 80 2 78-3 80-8 73 75 77-5 76
139-45 19-9 80-1 78-2 80-7 72-5 73 76 75
140-47 19-9 79-9 78-9 80-2 72-6 73-5 75 74
140-42 20-0 79-5 80-2 78-8 72-6 73-5 72 72
140-18 19-7 78-0 79-5 76-9 70-5 715 69 69-5
139-84 18-8 77-4 79-5 760 71-5 71-5 69 70

139-67 19-8 17 5 79 9 75-9 70-5 70 68-5 69-5
139-73 20-2 76-1 78-7 74-4 70 69 69 69-5
139-62 20-3 74-8 76-6 73-6 69 69 665 68
139-91 18-8 74-1 76-3 72-7 69 68 66 67
139-87 18'7 73-4 76-4 71-5 68 67 64 65-5
140-61 18-9 72-4 75-6 70-5 67-5 67-6 64-5 65-5
141-19 19-3 72-3 744 70-9 65 65 65-5 65-5
142-57 19-5 71-5 721 70-9 62 62-5 64-5 63-5
144-47 19-5 70-7 69 9 70-8 61 62 65-5 63-5
146-45 19-7 71-2 70-5 71-3 59-5 60-5 66-5 64
146-83 19-7 70-7 69-0 7T4 58 58-5 66 63
148-93 20-1 70 6 69-8 70-8 60-5 60-5 66-5 64

148-82 20-3 69-9 70-4 69-3 61 60-5 65-5 64
148-33 20-3 69-6 69-3 69 4 60 59 66 63-5
148-28 20-6 69-4 68-5 69-6 60-5 60-5 66 64
148-50 20-0 69-9 69-6 69-7 61-5 60-5 67-5 65
148-47 20-1 70-3 69-9 70-2 61 60 68 65
148-49 19-8 70-5 69-9 70-5 61-5 61-5 67-5 65
148-49 16-6 .70-6 69-5 70-8 58-5 5S-5 67 64
148-66 i 171 70-6 68-8 71 1 69-5 59-5 68 5 65
16800? 1 21-4? 75-9 77-0 74-9 68-6 09-5 73-5 72
168-00? 22-9 79-7 83-2 77-5 73-5 75 77-5 76
16800S 23-4 85-3 86-5 84-1 76 5 77 83-5 81
168 00? 23-41 87-9 89-9 86-5 79 79 91 86 5

168-00? 220 90-3 93-5 88-1 84 84 92-5 89-5
168-OOS 21-0 92-4 96-2 90-0 82-5 82 93-5 89-5
168-00? 20-6 93-1 95-4 91-4 82-5 82 92-5 89
168-00| 20-7 95-0 • 95 6 94-2 82-5 81 96 91
168-00? 21 7 S6T ' 97-6 94-9 83 81-5 98 92
168-00? 23-3 96-6 ! 99-1 S4-9 87 87-5 97-5 93-5
168-00? 21-7 100-4 102-3 99-0 83-5 S3-5 99 93
168-00? 23-3 100-7 1031 99-0 89 89-5 98 94-5
16800? 23-4 101-4 106 2 98-5 89-5 905 98 94-5
168 00? 23-4 102-6 108-9 99-0 90 91-5 98 95
168-00^ 23-3 105-6 108-9 103-4 90 91 98-5 95-5
168-00| 22-5 106-8 109-9 104-7 92 92 99-5 97

168-00? 23-3 107-5 n o -1 , 105-6 92 91-5 100 97
168-00? 23-3 107-8 109-8 i 106-4 92 91 101-5 98
168-00? 23-4 108-4 1 109 6 , 107-2 92-5 92 103-5 99-5
168-00? 23-5 108-5 109-5 ' 107-3 95 98-5 105-5 101-5
16800? 23-6 108 8 109-9 107-6 96 9k-5 107-5 103
16800^ 23-4 109-6 110-4 ' 108-6 96-5 97 108-5 104
168-00? 23-3

R E T A IL .

M. of Laboar.
Cost of 
Living.

%  %  % %

Food,

88-5 
88 5
90 
91-5 
91-5
91

89-5
89
89-5
89-5
89
89

88-5
87-5
87-5
87-5
87-5
89

8?-5
87
88- 5 
89'5
89- 6
90- 5

88-5
88-5
94-5
96-5
99
99-5

89-6
89
95- 5 
94-5
96- 6
97- 5

1101 100 
|l02-5101-5 lOV bios 
.03 105 

I103-5106 
107 lOS-5
1106-5 107 
.07 107-5 
.08 107-5 

I109-5 107-5 
111-5 lOS-5 
112 110

H2-5 111-5 
1112-5 111 
|ll3  114-5 

14-5 117 
1114-5 I V  
.13-5 115-5

83-5
82
80- 5
81- 5 
81 
85'5

84-5
8S
80-5
79-6
78-5
78-5

78-5
81
81-5
81-5
83-5

98-5 100-5
96-5 
97'5 
99 

101 
101-5 
101

98-5
98

102-5
104
105 5 
100

WAGES.

Index 
of Average 

Weekly 
Wages.

100»

101 
101 
101: 1021 
103 
103

1031
104
104
104i
1044lC4s
1044 
1044 104. 
104 
104,
1044

105
105
105
105
105 
1054
1054
1054
106 
106 
1074 
1091

1104
1111
1144
1163
1154
1164
119
1194
1194
120 
120 
121

123
1264
1254
126
126
1274
128

t  Average of daily quotations for year. «  N O R M A L  S E A S O N A L  C H A N G E  R E M O V E D
§ Bank of England Official Rate

*  December, 1924.

Average (London) price cer fine 02. for weet ending 16:b of non tb .—ECONOMIST. 

Arerace (cash) crice of bar silver for weeS ending I5th of montii.—ECONOMIST.
BOARD OF TRADE IN D E X -^eom etrlc  ilean  of Wholesale Prices (arerages for month) of 200 commodlrlM a? percen'age of 1924 iTerage.

Based on new index first published in January. 1935.—BOARD OF TRADE JOURNAL.
STATIST (SAUERBECK) Arerace wholesale prices of 19 foodstuffs and 26 raw materials on last day of month, as percentage of trerage

INDICES—for 1924.—STATIST.
INDEX—Mlnlstrc of Labour's Index showing movement since 1924 in cost of •a in tam ing  unchangrt . ^ u n ^ r d  of 

living prevalent in working-class households before Aug. 1914. For 1st of month, but 
tnonch—e.g.. reading for March 1st is ebown agatnst Februarr—to faciiltate comparison wuh Statist

Cc
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jjjgAf- 
AL.

1|33 
1931

i\iV i ■ 
iCG-
sbpt-oerr-
sov.
1)BC....

193S
JA>'....
FEB...-
MAB....
AFR....
)iAr....
JUKE...

\
1

JULY 
AL’G. 
SEPT.. 
(XT..... 
NOV. . 
DEC-.. 
1939

JAV....J I 
FEB..
)UK..J 1
.APR....I 1
MAY..

1

li
jrxE...l II 

i:JULY. 
AU6.... 
SEPT... 
0CT_.... 
NOV.. 
DEC..

1940 
JAN.. 
FEB.,

APRIL. 
MAI....
JUNE..
JULY 
AUG. 
SEPT 
OCT...: 
NOV.-.. 
DEC....

1941 
JAN
FEB....
MiR.....

JUT.

B
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OUTPUT AND INTERNAL ACTIVITY.

OUTPUT.

CoaI.
Via

Iron. Bteei.

Tom : Ton*

000 000

16-7 
17 8 
IBO
18- 3
19- 4 
16 6

1934AV...I 21'2 
1939 Av.. I 20 7 I
1983 Av...I
1984 Av...|
1986 Av..
19S6AV...I
1987 AV...I
1938 AV...I
1939 Av.„l

1987
,1ULY ..
A lK l.....
S K IT . ...| 
OOT....
NOV. ...I
DKU......

1988
J A N ......
F13B... .
MAK.....
APR.....
MAY .... 
JUNE....!

316
458
405
586
651
520

173
188“
19- 2 
19 8
199 
2011

20- 3 
20-6
200 
18-6§ 
18T 
17-4°

659
645
678
695
711
707

668
693
645
617
571
506

JU L Y  ... 
AUO. ... 
S E I T .  ...
0 ( T ........
NOV. ...
DEC.......

1989
.IAN ......
PKH........
MAR.......
A P U ......
MAY.......
J U N E  ...
JU LY  ...
AUG.......
8K PT . . . .
( K T .......
NOV.......
D E C .......

1940
J A N .......
P K B .......
31 R ......
APRIL...
MAY......
J U N E  ..
JU LY  ... 
AUO. ... 
S E P T . ...
( K • r ......
NOV.......
DE(5.......

1941
*1A N ... ...
F E B ........
MAR.......
A P R .......
MAY......
J U N E

16-6
17-1®
17 4 
19T
18 6 
19 1®

19-2
10-7
19-6
16*3$
19-2
18 4
17‘5

452
516
545
569
625
668
671

»• »i

EI«o.
irloity.

Mn.

Unit*.

508
658

1130
1289
1464
1686
1909
2031

951 
945 

1066 
1061 
1080 
1056

1050 
1058 
982 
961 
677 
742

640 
604 
692 
600 
789 
614

744 
971 

1030 
1136 I 
1116 :
1078
1079

1588
1529
1752
2029
2285
2497

2382
2145
2 U l
1849
1854
1612

1656
1679
1872
2105
2346
2875

2704
2334
2508
2046
2068
1012

Mn.
lb*.

7 76 
10*32 
12 11 
1290 
1169

14 00 
10-80 
14 40 
13 67
13 72
11 83

12 61 
12 10 
1327 
1066 
13-38 
1111

11 64
9- 31 

11*70 
11*75 
12-41
10- 39

11 82 
1248 
15*60 
13*44 
16*72
14 92

1918 , 16-38

UKTAiL HAia-Ul.

Mil.
(ialli.

V S i  
101 3 
105 5 
1UV8 
112 6

128 1
120 I
U7 9 
106 0 
103 0 
99 7

074 
W24 

108 6 
1100 
1007 
1214

127 7 
127 0 
133 8 
102 4 
106 4 
1010

W7 
906 

117 0
121 4 
121 5 
130 1

(U )

270 
10 3
20 3
21 0 
200 
268

24 9 
10 0 
355 
256 
240 
220

ItAILWAYO.

(i« u |»  lUllwAi*.

All

UJUUWii*. j1 4Mn<
1743 551 H Wf
1T22 545 t  ot
12/0 533 b 23
1329 392 0 5/
1335 391 S 02
1302 421 0 03
1442 454 7 89
1325 571 ft .b

1844 434 6 401
1370 403 7 U
1440 470 7 40
1430 467 7 87
1615 490 7 90
I5t8 402 7 49

1467 440 7 19
1536 4M 7 t5
1490 400 7fS7
1290 413 6 9.3
12i«4 398 6 75
1104 550 6 ;f.
11091 5471 ft
1069 205 558
1100 314 0 24
p«ao 516 078
W i 544 7 It
1573 350 0 98
1437 sao 6 74

1436 ?9H » 7?
1406 554 7 72
1443 5*4 7 57
1374 30R b07
1450 410 7 !.5

** Four w»fk* *xc1udinK hnlidsr t lnrrr«MMl r«iP« M*r l«r|.
I Knur wi>«k* lo A&th In 1917, 9$Ui (n imA

I Ex Bank flotlday wcok but not Good Friday.
t  18 four.wcokly return* for the year. . . ______ .............. .... ...............

* The four-weekly aerir* end* on Doc. 84th in I W .  and rfw nm enee* at Jan. I*t. \ m .

OUTPUT— COAL............................
PIQ IRON. 8 TECL

INGOTS 4  CASTINGS 
E L E C T R IC IT Y -  
A R T IF IC IA L  S I L K -  
R E T A IL  SALES—

POST O FFIC E  R E C E IP T S — 
MOTOR S P I R I T -
NEW r e g i s t r a t i o n s —  
RA ILW A Y T R A F F IC —WEioirr ................. .......

nBCEIPTS

T o ^  for 4 wefk* n td ln t a p ^ x lm * ta lr  at of mnath.—nO A lin  o r  T 7U PR  JOt-ILNAI.
r i a iS lA T I o 5 ^ ^ ^ °  four-w**k Donib. h tan l upn« aontbJy f lfu m  limaO br tb* n iu r tl iM  IHON aKO PTEIO.
Output of auiborlMd ond#ftaJrtn*».—K I .K m u r iT T  rOMMIARirrs
5 ^ “ *̂  W  from KxcIm  ni*tlatlok.-|]DAJU> O r  TTtADR JOtlLWAI.

If*'*? Drpamnf-nUJ Rtor**, r o -o p m u n *  inultipi* and ladPt«t>A«it —  rn t^•rviMlon Board of T r t < U J ^ a l .  Vtb. 9th. I M r - h A > T t ( ^ R v O i .A M i  nbMw rm
PPUT * r * r * t^  •* itligTapb. taitpbm c. «*rtnfa hank and ptmCaI o rd m  -  nOARl) o r  TRABR Jom .W A t

,« . i p u  for e o u « u «  M  a , u ^ . - u n n m C r o r  " "
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1936
JA N .
FE B .
MAR.
APR.
MAY
J U N E
JU L Y
AUG.
SE P .
OCT.
NOV.
DEC.
1937 

JA N . 
FEB . 
MAR. 
A PR. 
MAY 
JU N E
JU L Y
AUG.
S E P T .
OCT.
NOV.
DEC.

1938 
JA N . 
FE B . 
MAR. 
APR. 
MAY 
JU N E
JU L Y
AUG.
S E P T
OCT.
NOV.
DEC.
1939 

JA N . 
FE B . 
MAR. 
A PR. 
MAY 
JU N E
JU L Y
AUG.
SE P T .
OCT.
NOV.
DEC.
1940 

JA N . 
FE B . 
MAR. 
APR. 
MAY 
JU N E
JU LY
AUG.
SEPT.
OCT.
NOV.
DEC.
1941 

JA N . 
FEB . 
MAR . 
APR. 
MAY 
JU N E

Week e 
Ju ly  5 

12 
19

„  26 
A\m . 2

««
1 >

Paris 
f. to £

74-86 
74-84
74- 92
75- 00 
75-47 
7614
75- 86
76- 33 
76-74

105-09 
105-17 
105-14

105-14
105- 11
106- 31
109- 31
110- 32 
110-82
130-34 
132-85 
140-37 
147-97 
147-19 
147-16

149-89 
152-87
159- 63
160- 90
175- 14 
178-17
178-15 
178-55 
178-42 
178-71 
178-68 
177-48

177-49
176- 98 
176-86 
176-73 
176-74 
176-73
176-72 
176-37 
176-07; 
176 50; 
176-501 
176 50J

176-611
176-621
176-621
176-62
176-62
176-621d

ding

Brus* 
sels 

b. to£

29-29
29-34
29-28
29-22
29-35
29-70
29-72
29-81
29-84
29-10
28- 91 
29 03

29- 11 
29-02
28- 99
29- 15 
29-28 
29-26
29-50 
29-59 
29 42 
29-39 
29-37 
29-41

29-53
29-56
29-53
29-54
29-50
29-23
29-14
28-92
28-45
28-20
27-84
27-72

27-63
27-79
27-85
27-80
27-51
27-53
27-55
27-14
25-5%
23- 981
24- 26+ 
24-22i

23-86 
23-82 
23-701 
23-78; 
23-921C

FOREIGN EXCHANGES.
AVERAGE OF DAILY RATES.

Milan 
I. to £

Amster* 
I dam 
! fl. to £

Zurich 
f. to £

Stock- 1 Copen
holm hagen

kr. to £ kr. to £
NewYork 

S to £

Mon
treal 
$ to £

Buenos 
AiresS 
p. to £

Riode 
Janeirp 

d. per mil.
Bombay

d .perrup .

S e e  E a r l ie h  B u li.e t in s  f o r  1919 to  1935 R a tes , a lso  for B erlin , P rague a n d  W arsaw
London N .Y ork

61- 71 7-28 15 19 19-40 22’40 4-960 4-963 ' 18-24 2-68
62- 15 7-28 15-14 19-40 22-40 4-996 4 993 : 18-07 2-74
62-35 7-27 15-14 19 40 22-40 4-971 4-977 i 18-04 2*73
62- 66 7-28 15-17 19-40 22'40 4-944 4 967 17-98 2-71
63- 03 7-35 15-36 19-40 22 40 4 971 4979 18-00 2 71
63-84 7-42 15-48 19 40 22‘40 5‘020 5-032 18-13 2'72
63-65
63- 84
64- 26 
92-96
92- 86
93- 19

93-23
92-99
92- 81
93- 40 
93-85
93- 80
94- 34 
94-67 
94-14 
9418 
94-91
94- 99

95- 00 
95-37 
94-75 
94-63 
94-42 
94-22
93-71
92-75
91-27
90-64
8951
88-75

88- 73 
89 05
89- 08 
89 00 
89 01 
89-04
89-03
89-76
77- 48
78- 89 
77-34
77- 33

78- 11 
78-11 
74-18 
69-30
64- 31
65- 32e

8-96 
8-95 
8-93 
8-98 
8-99
8- 98
9- 01 
9-03 
8-98 
8-96 
901 
8-99

8-97 
8-97 
8-97 
8-96 
8-97 
8-96
8-95 
8-94 
8-90 
8-77 
8-67 
859

8-61 
8-74 
8-82 
8-81 
8-73 
8-81
8-79 
8-62 
7 57J 
7-57i 
7-55i
7-551

7-54 
7-55 
7-55t 
7-551 
7-551C

15-35
15-42
1601
21-31
21-27
21-35

21-39
21-44
21-43
21-54
21-60
21-57
21-67
21-70
21-57
21-52
21-58
21-61

21-62
21-60
21-63
21-67
21-75
21-66
21-54 
21-32 
21-25 
20-99 
20 79 
20-65

20 67 
20-66 
20-71 
20-68 
20-82 
20-77
20-76
20-42
17-821
17-88-
17-87;
17-871

17-891
17-90
17-90:
17-90
17-90
17-861
17-771
17-701
17-701
17-411
17-351
17-351

17-351
17-351
17-351
17-351
17-351
17-351

17-351 
17-35 
17-35 
17-35. 
17-351

19-40
19-40
19-40
19-40
19-40
19-40

19-40 
19-40 
19-40 
19-40 
19 40 
19-40
19-40
19-40
19-40
19-40
19-40
19-40

19-40
19-40
19-40
19-40
19-40
19-40
19-40 
19 40 
19-40 
19-40 
19-40 
19-40

19-40
19-40
19-40
19-40
19-40
19-40
19-40
19-20
16-771
16-81+
16-801
16-851

16-901
16-90+
16-901
16-901
16-90j
16-901
16-901
16-901
16-901
16-901
16-901
16-901

16-901
16-901
16-901
16-901
16-901
16-90+

16-901 
16 90+ 
16-90+ 
16-901 
16-90l

I Official Rate. t  Sellers
Averages a, 15tli to 31st. (1st to 7th, 2.58d. per m il.);

22-40
22-40
22-40
22-40
22-40
22-40

22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40

22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-40

22-40
22-40
22-40
22-40
22-40
22-40
22-40
22-36
22-23
20-66
20-37
20-29

20-52
20-51
19-49
18-46U

5023
5-028
5-041
4-900
4-888
4-907

4-908
4-894
4-885
4-916
4-939
4-935
4-986 
4-983 
4-961 
4 956 
4'994
4- 997

5- 000 
5-018 
4-985 
4-979 
4-965 
4-960
4-931
4-881
4-805
4-769
4-710
4-671

4-669
4-687
4-686
4-681
4-682
4-683
4-682 
4-609 
4-0491 
4-0301 
4-030; 
4-030;

4-0301 
4-0301 
4-0301 
4-0301 
4-0301 
4 -0301
4 0301 
4-0301 
4-0301 
4-030; 
4-030; 
4-0301

4 0301 
4-0301 
4-0301 
4-030! 
4-0301 
4-0301

4-030; 
4-030; 
4-030; 
4-030; 
4*0301

4-623 
4 041 
4-012 
3-928 
3-933

3-966
3-964
3-757
3-527
3-275
3-621
3-806
3- 999
4- 036 
4-035 
4-039 
4-038

4-036 
4-032 
4-034 
4-027 
4-034 
4-034

4-034
4-035
4-036
4-038
4-035

5-027 
5-026 
5-039 
4-898 
4-880 
4-903

4-909 
4-895 
4-882 
4-909 
4-931 
4-937
4-972 
4-983 
4-954 
4-954 
4-990
4- 998

5001
5- 016
4- 997
5- 005 
5-007 
5012
4-959 
4-897 
4-831 
4-812 
4-742 
4-706

4-705 
4-708 
4-704 
4-704 
4-698 
4 692
4-690 
4-620 
4-4191 
4-4501 
4-4501 
4-4501

4-4501 
4-450: 
4-450 
4-4501 
4-4501 
4-4501
4-4501 
4-4501 
4-450: 
4-450: 
4-450 
4-450;

4-4501 
4-4501 
4-4501 
4-4501 
4-4501 
4-450+

4-4501 
4*4501 
4*450+ 
4 4501 
4 450+

18-42
18-02
17-76
17-56
17-54
16-42

16 16 
16-24 
16-23 
16-17 
16 24 
16-20
16-43
16-49
16-50
16- 56 
16-86 
1701

17- 04
18- 83
19- 39 
19-46
19- 00 
1902
18-94
18-87
1900
18- 99
20- 09 
20-55

20-35
20-35
20-30
20-21
20-22
20-22
20-21
19- 92 
17-09: 
17-09: 
17-22; 
17.55+

17-71+
17-35+
17-101
17-171
17-171
17-101
17-041
17-011
17-011
17-011
17-011
17-011

17-021 
17041 
17-041 
17-041 
17-04; 
17-04:

17-041
17-041
17-041
17-041
17*041

2-77 
2-80 
2-81 
2-87 
2-89 
2-93

2- 95 
301
3- 01 
3-07 
3-13 
3-22
3-22 
3-15 
3T2 
2-83 
2-77 
2-64

a2-831+
2-82H
2 -8 i:t
2 -8 lit
2-811i
2-811-1-
2 8311 
2-881t 
2-93tt
2- 981+
3- 021t 
3-061t

3-061t
3-061+
3 061+ 
2 841-f 
2-77+ 
2-71+
2-621-
2- 63+
3- 26+ 
3-25+ 
3-21+ 
3-16+

3-15 + 
3-14+ 
3-30+ 
3-53+ 
3-81 + 
3-56+ ,

18-152
18-125
18-125
18125
18-125
18-125
18-125
18-125
18-125
18-125
18-125
18-144

18-151
18142
18-125
18-125
18-125
18-125
18-125
18-125
18-125
18-125
18125
18-125

18-125
18-125
18-125
18051
17-910
17-795
17-904
17-897
17-902
17-933
17-936
17-923

17-937
17-937
17-966
17-937
17-910
17-911
17-905
17-937
17-939
17- 993
18- 000 
18-000

18-000 
18-000 
18-000 
18-000 
18-000 
18 000
18 000 
18-000 
18-000 
18-000 
18-000 
18-000

18-000
18-000
18-000
17-984
17-984
17-984

17-984
17*984
17-984
17*984
17*984

Hong
kong 

d. per 3

15-66
15-74
15-93
15-80
15-71
15-44
15-33
14-90
14-86
14-88
14-95
14-93

14-95
14-94
14-94
14-94
14-91
14-78
14-68
14- 92 
1500
15- 00 
1500 
15-00

15-00
1500
14-92
14-84
14-91
14-94
14- 99
15- 00 
15-00 
14-97
14- 94
15- 00

15-00
14-93
14-91
14-74
14-81
14-86
14-78
14- 74
15- 00 
15-00 
15-00 
15-00

14-94
14-92
14-91
14-87
14- 92 
15 00
15- 00 
15-00 
15-00 
15-00 
15-00 
15-00

15-00
1500
15-00
15-00
15-00
15-00

1500 
15-00 
15-00 
15*00 
15 00

• Nominal. °  Special a/c. § Paper pesos to £.
b. 1st to 8th : c, 1st to 9 th ; d, 1st to 15th; e, 1st to 10th; f, 1st to 11th.

Kobe 
d.peryeu

14-04
14-08
13- 98 
14 03
14- 06 
14-07
14-03
14-05
14-04
14-03
14-03
13-96

1395
13- 98 
1400
14- 00 
14-00 
13-98
13- 97
14- 00 
1400 
14 00
14 00 
14-00

14-00
14-00
13- 96
14- 00 
14-00 
14-00
14-00
14-00
14-00
14-00
14-00
14-00

14-00
14-OC
14-00
1400
1400
14-00
14-00
14-00
13 99 
14-01 
14-35 
14-38

14-25
14-24
14-96
16-00
17-22
16-38
15 08 
14-41 
14-25
14 25 
14-25 
14-25

14-25
14-25
14-25
14*25
14-25
14-25

14-25
14-25
14*25
14-25
14-25

1

CO

Cd

i 4
6

u ' : ;  - I

A

9

■ 1 :
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LO SSES O F  M E R C A N T IL E  S H II’IM N G  HY E N E M Y  A C T IO N .

Accordinc to the revised official figures, the losses by enemy action of mercantile toniuge, 
other than merchant vessels commissioned for Naval Service, during the past sixteen months have

been as follows:

Montli ‘if

1940
Mftfi'h 
April ...
May ... 
.Iiim* ...
July ...
AukukI
SP.pt('UllM'l'
< )otol>or
NtlVflulnT
1)(>(‘ciuIhu'

1941
Jnmitiry
Fuhrunry
MiilTlt
Aiiril
Mny
Juiio

I « •

• » I

r *  •

•  •  •

•  •  •

•  « *

•  (  •

•  »  •

■ •  «

I  •  «

•  •  <

> •  *

«  » •

*  •  •

•  «  «

•  I  •

•  t  »

•  •  •

KhipN. . (lro«« toiiR.

30.407

76,lbl
260.783
2H4.770
282,432
3n.bU
209.309
303.027
242,726

205.473
276,574
348,118
346,206
380,035
228,284

A U . I I v l ) ^  N I C r i H U . K  h'ai.

Klii|t» (JiHik* l4t||*. HUi|M

23 58.13? 37
21 60.114 42
33 113.4W 1>4
63 264.110 128
36 115.585 104
30 106.030 8H
32 128,126 05
30 124.217 Ot)
20 68.000 87
17 82,805 74

18 104.258 59
10 75.310 80
30 167.645 124
63 243.065 I3b
27 U7.B12 104
25 101,012 79

07,004

248.6610
fiiS/JU*.’
400.355
3HM71
4.59.05/
423.016
572.017 
325.016

5W.751
550.WM
515.763
589.273
497.H47

In tin* iiitrn  it t*f imlituml jM*c»rity, in» furllu*r immtlily fti/urr* khippliijf It-*. * will

RECENT MOVEMENTS UNITED STATES.
Information communicated by Miss D O R O 'r i l Y  WliSCOinT, Assisianl Kdiior of

the Review of Economic Statistics, Har\’ard University,

June jth, 1941.
GENERAL SURVEY.— T h e  A m e ric a n  

economy is moving swiftly toward a war-time 
basis. As yet civilian industry has not been 
noticeably affected by the defence programme, 
but government control measures affecting many 
major lines of industry arc expected to follow the 
President’s proclamation, on May 27th, of an 
unlimited national emergency.

With the passage of the Lcasc-Lcnd Act in 
March, defence appropriations for the fiscal year 
ending June 30th, 1941, approached ^?30,oooMn.; 
and the defence programme is estimated to 
involve expenditures of more than S40,cxx> Mn. 
during the fiscal year 1942. The government’s 
first steps to assure priorities for defence orders 
occurred in March, when machine-tool builders 
and aluminium producers were subjected to an 
industry-wide priority status; these measures 
were followed by priority orders for other 
industries— such as nickel, magnesium, neoprene, 
and ferro-tungsten; and on May 31st, the 
Administration placed strict control over the 
of copper— a metal which, like aluminium, has 
wide civilian demand —  and announced the 
appointment of a co-ordinator for the petroleum

industry, to oversee the demands for oil from 
the armed services and the civilian ix>pulaiion.

Cicncral business aciiviiv this vear has
»  p

averaged well above 1940, although in April the
rate of advance was lessened considerably bv

»  »

labour difficuhics in important industries. Sen
sitive a>mmodiiy prices—o f  both im pi'ricd and 
home produced a>mmtxiiiies— have risen sharply, 
and the government has introduced price-control 
measures. On April i i lh ,  the I’rcsidcnt estab
lished the Office o f Price Administration and 
Civilian Supply, specifying that the Administrator 
of the Office should have broad ptiwers over 
price polic7 ihniughout indusirx*. The first 
important measure announced by the ncu' 
office was the setting of an upper limit for steel 
prices, the Administrator explaining that the 
action was essential because an advance in steel 
prices would have laid the foundation for '* a 
dangerous upward spiral o f prices in general." 
The government’s fiscal programme includes the 
raising by increased taxation o f 83,500 Mn. of 
additional revenue in the fiscal year 1942, and 
the offering of Defence Savings Ronds and 
Stamps for voluntary purchase by individuals, 
corporations and investors ccncrallv.
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United States]
FINANCE, PRICES.

1924 Av. ... 

1929 Av. ...

1933 Av. .
1934 Av. .
1935 Av. .
1936 Av. . 
1987 Av. .
1938 Av. .
1939 Av. . 

1937
JA N ........
F E B ........
m a r c h .
A P R IL ... 
MAY .... 
JU N E ....

«  0

J U L Y .......
AUGUST..
SEP']'........
OCT...........
NOV..........
D EC.........

1938
JA N ...........
F E B ..........
MARCH ...
A P R IL ......
MAY .......
JU N E .......
JU L Y  .......
AUG..........
S E P T .........
OC'J'...........
NOV...........
DEC...........

1939
JA N ...........
F E B ............
MARCH ...
A PRIL......
MAY .......
JU N E .......
JU L Y  .......
AUGUST..
S E P T .........
OCT...........
NOV..........
D EC ..........

1940
JA N ...........
F E B ...........
MARCH ... 
APRIL ...
MAY .......
JU N E ......
JU L Y  ......
AUGUST..
S E P r .........
OCT...........
NOV...........
DEC.

1941
JAN. ..
F E B ......
MAR(’H
APRIL.......
MAY .......
J U N E .......

• •

« 9

45 8
52- 5 
57-8
79- 8 
770
59- 6
61- 4

90 4 
90-8 
90-2
83- 4 
82-4 
78-4
84- 6
80- 3 
69-4
62- 8 
57-3 
54-6

54- 6
57- 3 
44-2 
49-8 
48-1
58- 3
62-2
60- 6 
60-6
65- 4 
64-1
66 -  2

62-6
64- 4 
57-0
56- 6 
60-2
57- 0
62-2
57 9
65- 9 
65-8
63- 2
64- 4

63- 0 
63 6
64- 3 
64-3 
f)0-2
53- 1
54- 6
55- 6
56- 7
58 4
57- 0 
57-2

55- 0
53- 8
54- 1 
51.4

Basic Series Bank
Debits

F .R .
Banks F .R . M em ber Banks IN T E R E ST

R A TES

'd• pHcViV

tn

d c
CA*9<D C C  ̂d B

m *3 S u
5

p. O cn
CQ• pH9)O

!
1

V)
c

0)
"d
o

du

(A

Q
ca
«

3

o
Su(k

O B

s «.5

oo

o
uo
><
&
2;

z

o

05*52
i2 3c ^S CJ 2 toc •—y 'O(A
q PJ

S-cd a
a   ̂ ̂cn
o
<

O 5  

d g
C

cd

'3'C 5 
•5 “ o

I -O T

tf>
aV
a
(A
>

&
a
'dcd
sV
Q

30> 1
1  
'd

C5 j

^ SQ d

Z b

o
PS
Gdo

d

G  e
S2S ^

O
Q

10 Mil. 1 1 % of4 $ % % 10 Mn. 8 1 Mn. 8 10 M n. 8 11j Md« $ 1 % % 1926
286 3-90 3-74 1 2196 1901 374 544 '1720 ' 494 -1- 21-5 3-0 3-08
386 5-85 7 69 5021 2768 950 449 2260 569 1117 +  14 -6 5-2 7 61 283
*«•

1-62
* * **

184 111 1349 1221 282 2133 1753 838 1101 — 14-5 1 2-5 114 76
207 1 00 0-91 1383 1383 36 2457 1869 1033 +  94-6 1 I'S 1-0 90
234 0-76 0-57 1533 1594 7-5 2435 1999 1196 1272 +144-9 1-5 •56 n o
265 0-75 1-16 1741 1831 6 2434 2204 1358 1460 +  93-3 1-5 •92 148
291 0-94 1-35 1649 1959 14 2507 2220 460 1266 1510 +  132-1 1-3 TO 152
258 0-92 1-38 1406 1706 9 2565 2103 374 1252 1505 : +164-4 TO 1-0 121
274 0-69 1.38 1428 1819 5 2584 2214 399 1384 1733 +297-8 1-0 1-0 113

283 0-75 1-25 1910 2038 2 2433 2273 1374 1552 +121-3 1-5 1-0 167
287 0-75 1-25 1691 1/62 3 2433 2260 1362 1567 +120-3 T5 1-0 . 171
293 0 82 1-25 2040 2162 7 2433 2261 1332 1543 +  154-3 1-5 1-0 , 172
296 1-00 1-35 1708 2005 10 2494 2228 1288 1528 +  215-8 1-5 1-0 163
301 1-00 1-38 1511 1929 16 2531 2220 § 1268 1542 +155-4 1-5 1-0 ' 162
301 1-00 1-38 1643 2002 14 2531 2233 430 1263 1630 i +262-0 ' T5 1-0 1 165
302 100 1-38! 1675 2015 14 2530 2222 440 1243 1498 +175-4 15 TO 164
302 1-00 1-38 1 1348 1840 17 2529 2233 456 1240 1492 ' +104*8 T5 1-0 168
293 100 1 38 1472 1864 24 2529 2219 473 1216 1484 I +145-5 ; 1-0 TO 1 146
286 1-00 1-38' 1615 1992 22 2529 2189 483 1200 1476 ! +  90-5 ' TO TO 1 126
268 100 1-38 1343 1816 20 2549 2156 474 1200 1464 +  22-1 TO i-o 114
283 1-00 1-38 1828 2083 16 2567 2148 463 1203 1457 +  18-0 TO 1 0 114

260 1-00 T38 1448 1760 11 2565 2128 446 1215 1444 ; 4  2-1 1-0 1-0 117
250 100 1-38 1091 1462 10 2565 2121 439 1228 1451 +  8 0 1-0 1-0 115
252 1-00 1-38 1475 1736 10 2565 2107 433 1219 1436 - +  52-9 1-0 1-0 109
254 1-00 1-38 1457 1660 10 2565 2082 423 1222 1444 i +  7T1 10 10 103
254 1-00 T38| 1283 1601 8 2565 2073 408 1230 1458 +  52-8 1-0 1 0 104
254 1-00 1-38 1564 1716 9 2565 2070 395 1231 1493 +  55-3 , 10 10 108
260 TOO 1-38 1383 1668 8 2565 2053 388 1232 1502 1 +  63-8 1 1-0 10 i 127
262 1-00 1-38 1225 1602 7 2565 2068 389 1246 1512 i +1660 1 1-0 1-0 128
257 •94 1-38 1308 1644 8 2565 2108 389 1281 1538 +520-9 1-0 1-0 125
257 •69 T38 1 1514 1810 7 2565 2132 390 1304 1669 +562-4 1.0 ' 137J
257 •69 1-38 : 1242 1704 7 2565 2135 388 1303 1582 +177-8 ' 1-0 10 ’ 143
280 •69 1-38 1888 2109 7 2565 2159 386 1312 1609 +240-5 i 1-01 1 0 137

262 •69 1 38 1453 1786 4 2565 2147 380 1313 1605 4156-3 i TO 1-0 134
257 •69 1-38 1238 1520 5 2565 2153a 376 1333 1604 4223-3 : TO 1-0 132
260 •69 1̂ 38 1627 1821 3 2565 2170 379 1346 1603 +365-4 10 1-0 132
265 •69 1-38 1331 1683 3 2565 2173 385 1560 1646 +605-8 ' 1-0 1-0 , 116
271 •69 1-38 1417 1776 4 2565 2169 384 1360 1680 +429-4 ■ 10 1 0 121
271 •69 1-38 1531 1868 4 2562 2189 383 1379 1710 +240-4 1-0 1-0 ! 124
280 •69 1-38 1279 1768 5 2523 2205 389 1390 1737 +278-6 TO 1-0 127
275 •69 1-38 1312 1750 5 2435 2233 393 1415 1772 +259-9 1-0 1-0 126
284 •69 1-38 1514 1853 6 2763 2238 417 1406 1821 +326-1 ! TO 1-0 138
278 •69 1-38 1368 1903 6 2759 2257 428 1415 1851 +  69 7 , 1-0 TO 139
281 •69 1-38 1 1304 1864 7 2640 2297 435 1439 1874 +  168-0 1-0 1-0 •137
309 •69 1-38 1 1763 2239 8 2502 2335 440 1455 1886 ! +451-2 TO 1-0 135

281 •69 T38 1 1474 1998 7 2478 2316 433 1457 1895 +236-4 10 1-0 135
283 •69 1-38 1 1214 1734 7 2477 2322 432 1470 1921 +201-4 1-0 1-0 134
291 •69 1-38 1 1520 1951 2 2476 2338 437 1478 1934 ' +459-8 1-0 1 0  , 134
292 •69 1-38 1 1552 1925 2 2467 2349 441 1484 1952 .1 +249-8 TO TO ; 136
305 •69 1-38 1 1454 1966 3 2472 2356 440 1496 1997 , +435-1 10 TO 119
299 •69 1-38 1 1311 1885 2 2475 2359 438 1514 2052 +  11630 10 1-0 ;

1
109

300 •69 1-38 1 1361 1923 3 2450 2379 445 1529 2085 +520 0 TO TO 111
295 •69 1-38 1160 1831 3 2445 2414 446 1564 2088 + 35T6 10 1-0 114
296 •69 1-38 1259 1827 5 2434 2423 455 1558 2101 +334 1 1-0 TO 120
290 •69 1-38 1495 2136 5 2378 2443 471 1558 2144 +326-0 1-0 10 120
311 •56 1-38 1495 2082 4 2254 2486 488 1578 2189 +330-1 1-0 1-0 122
336 •56 1-38 1863 2433 4 2186 2539 499 1608 2230 +137-2 1-0 1-0 119

325 •56 1̂ 38 1515 2250 4 2184 2566 505 1637 2276 +  234-2 1-0 1-0 119
• 332 •56 1-38 1327 1946 2 2184 2632 519 1691 2309 +108-6 1-0 1-0 111

348 •56 1-38 1740 2399 1 2184 2679 537 1710 2332 +118 6 1-0 1-0 112
350 •56 1-38 1 1566 2307 2 2184 2727 551 1742 2352 1-0 10 108

•56 1-38 106 
111 ,

Mn.$

562
384
320

122
200
246
352
220
513
470
419
238
766
396
516

288
451
241
345
190
226
690
281
225
710
439
606

417
341
407
922

P R IC E S

Wholesale U

a>
.2 t/i

Os G 3  a «o
S

»dO)h ^  u  O
3 &
o

U 3u i l l
d s  a

< b < b

% of 1924
%of

1935-9
1100 100 100

966 97 104-9 92

51-4
65-3
78-7
80-9
86-5
68-5
655

87-5
88
89-5
89-5
89
89

82-5
81-5
81-5
80
79-5
80

89-5
86-5
86
80 5
75-5
73

71-5
70
70-5
68-5
67- 5
68- 5

71-5
78- 5 
77-9
79- 6 
85-5 
82 
81-5

83- 5
84- 5
85- 5
86- 5 
865 
86-5
86-5
86-5
86
85-5
845
84

81-5
81-5
81-5
81-5
81
805

805
60-5
80-5
80-5
81
80-5

62*5 
61 
68-5
67 
67-5 
67-5

84 
83-5 
83 
82-5 
82-5 
82-5

66-5
65- 5 
66
66- 5
68 
69'5

71-5 84*5
70.5 84.5
71.5 85
74.5 86

122-8

132.5

84-1
93-7

100 4
101 3
105 3 
97-8 
95 2

1031 
103 6
1050
1051 
1061
106 0
106-3
106- 9
107- 9 
106-5 
104-1 
102-7

99-7
97-3
97- 5
98- 4
97- 5
98- 2
98-5
97- 5
98- 1
97- 1
96- 2 
972

958 
94-8 
94-6 
94-2 
84-0
93- 6
94- 3
93- 5
98- 4
97- 6 
S6-7
94- 9

94- 8 
£6-6
95- 6
96 2 
97-0 
983
97 4 
96 2 
97-2 
96 2 
95-9 
97-3

97-8
97-9
98 4 

100-6

% of 
1923

82-2
84- 1 
87-8
85- 7
84- 5

85- 8
86 -  2 
87-1 
87-3 
87-8
87- 9
882 
86-6 
89-2 
89-2
88- 5 
88-0

86-9 
86T 
86-1 
86-2 
85-7 
85-7
85-7 
85-3 
85-5 
85-2
84- 9
85- 1

84-7
84-4
84-3
84-2
84-1
83- 8
84- 2
84- 0
85- 4 
85-3 
85*1 
84-6

84- 6
85- 1
84- 8 
85 0
85- 2 
85-5
85*7 
85-4 
85-7 
85-5 
85-5
85- 9

86-  0 
86-1 
86-3

End of month. t  241 Cities outside New York, adjusted for season.
•* E x March.

§ Comparable Ogures not available prior to June, I937<

{  National Industrial Conference Board ; mid-month. Recent figures provisional.
t t  Dept, of Labor Statistics.

a  Subsequently excluding certain "o th e r  assets
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INTERNAL ACTIVITY, TRADE, EAlPLOYMIiNl'.

F ro ish t Caf L oad ln ii.

AveraRO per day 
adjuiUd for laaton

MuildlnB
Coniraeta
Awarded.

ProduaUoQ.

I <0

0000
car*.

1934 Av. 407 

1929 Av. 441

1988 AvJ
1984 Av.
1985 Av.
1986 Av.j
1987 Av.
1938 Av.
1939 Av. 

1937
JU L Y .. 
AUG.... 
SEPT .. 
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B U SIN ESS  V O L U M E S .—General business 
activity, measured by adjusted bank debits for 
selected cities in the United States, rose sharply 
in March to the highest level since the middle 
of 1930, and April and May have brought 
further, though less, pronounced increases. 
Part o f these recent monthly changes have 
undoubtedly been due to the sharp advances 
occurring among commodity prices, since bank 
debits reflect movements in both prices and the 
volume of business. Industrial production, 
after allowance for seasonal changes, declined in 
April largely because of reduced output of 
bituminous coal and of automobiles. Early in 
the month bituminous coal mining in the 
Appalachian fields was suspended, pending the 
consummation of a new working agreement 
between miners and operators. Nearly 90% of 
the country's coal mining capacity was idle 
until the end of the month when a temporary 
agreement was reached, and mining was resumed. 
Because o f the duration of the strike and the 
coal shortage, a number of blast furnaces in the 
pig-iron industry were banked during April, 
and the rate of activity in the steel industry 
dropped from an average o f about 100% at the 
end of March to about 94̂ /0 at the end o f April. 
A threatened strike in the steel industry about 
the middle of April was averted by the granting 
o f wage increases amounting to 10 cents an 
hour. Automobile output in April was reduced 
because o f a two-weeks’ strike at the plants of 
one of the leading producers, and because of 
labour disturbances at other important auto
mobile factories. Reflecting curtailment and 
stoppage o f output in these industries, the 
Federal Reserve Board seasonally adjusted index 
o f industrial production fell from 143 (% of 
1935-39) in March to 139 in April. The May 
index is not yet available, but some increase is 
expected since operations in those industries 
affected by strikes in April are reported to have 
increased rapidly after operations were resumed 
in late April and early May. Cotton textile and 
rayon production reached new high levels in 
April, and gains above first-quarter records were 
reported for wool textile, chemical, paper and 
food industries. Further gains in April to new 
peak figures were shown by the indices for 
aircraft, machinery and shipbuilding. At the 
request of the Office o f Production Management, 
the automobile industry has agreed to curtail 
output by 20% during the 1942 model year, in 
order to release productive capacity and materials 
for defence purposes.

The April decline in seasonally-corrected 
figures for freight car loadings to the lowest

figure since last November (see Table, p. 83) was 
due entirely to a sharp decrease in loadings of 
coal and coke. The adjusted figures for all other 
classes of freight were higher than in March, 
with shipments of ore showing a particularly 
sharp advance. The index for department store 
sales, which has remained unchanged since 
February, is the highest since June, 1930; and 
the few other indices of retail trade that are 
available (sales of mail order houses, variety 
stores, chain stores) have advanced since the 
first of the year. This improvement in retail 
trade has reflected the steady increase in income 
payments ; since the spring of 1940, the monthly- 
adjusted index of income payments has risen 
without interruption. Factory employment in 
March was 15% greater than in March, 1940, 
while payrolls exceeded those of a year ago by 
31% , as longer hours of work, overtime pay
ments, and wage increases became fairly 
widespread.

The sharp decline in construction contracts 
awarded, as reported by the F. W. Dodge 
Corporation (see Table, p. 83), in April reflects 
a decrease from an artificially high level in 
March, rather than a change in the actual value 
o f construction undertaken during April. The 
March figure included a large number of defence 
contracts actually awarded in previous months, 
but not reported in the Dodge figures until 
March, because of the receipt of insufficient 
information in earlier months. For the first 
four months of 1941, construction activity has 
been the highest in 10 years or more, an expan
sion shared by all the major classes o f construc
tion. The most pronounced increases of recent 
months have occurred in industrial building, 
which includes the construction of plants 
essential to defence industries.

C O M M O D IT Y  PRICES.— The irregular 
movement o f wholesale commodity prices which 
characterized the first two months o f the year 
was followed in March by sharp advances; the 
B.L.S. daily index o f sensitive commodity 
prices rose 9% between March ist and March 
29th. The group of industrial materials included 
in this index showed an increase of 7%, while 
foodstuff's rose 11% . Advances continued in 
April and May, but the rate of increase was not 
so great as in March. On May 29th the B.L.S. 
sensitive price index was 142-9 (% of August, 
1939), compared with 123-8 on February 28th, 
i35'o on March 29th, and 137-2 on April 30th. 
The more comprehensive weekly index of the 
Bureau of Labor Statistics (based on some 900 
commodities) advanced 1-9% in March, 1-5% 
in April, and 2-2% in May.
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MONEY AND CREDIT.—Total loans and 
investments of reporting member banks o f the 
federal rcscr\'c system have continued to rise 
sharply, and on May 21st they reached the new 
high figure of 827,800 Mn. O f this amount 
35% represented loans, and 64*’ a investments. 
Commercial loans, reflecting the advance in 
business activity, rose 8621 Mn. between the 
end of December and the third week of M ay; 
and security holdings increased more than 
81,500 Mn., mainly because of larger holdings
of U.S. government securities.

As in January and February, member bank 
reserve balances—reflecting mainly changes in 
currency circulation and in 1  rcasury deposits 
have fluctuated widely during the past three 
months, although the general tendency has been 
downward. On May 28th, reserve balances were 
8277 Mn. below those at the close of last year, 
and excess reserves had fallen by almost 8800 
Mn. Most of the decline in reserve balances 
was due to a substantial increase in the amount 
of money in circulation, although Treasury, 
non-member bank, and other deposits also were 
larger at the end of May than at the end of 
December. Reductions in rcscr\'cs that occur 
as a result o f increased Treasury deposits, 
however, are of a temporary nature, since such 
increases are followed by losses as funds arc 
paid out to meet government expenses. 'Treasury 
deposits rose sharply in the second half o f 
March, when large income payments were 
received and new offerings of 'Treasury bonds 
and notes were heavily over-subscribed, and 
again in late April, when receipts from the sale 
of Reconstruction Finance Corporation notes

were received ; but between the end of April 
and the end of May, such deposits fell sliarply. 
Although they remained above the figure at the 
end of December, they were about hall the 
amount held at the end t>f March. I'he down
ward movement in currency in circulation that 
had occurred in January, us money returned to 
the banks after the Christmas holidays, was 
reversed in Tebruary ; subsequently, the amount 
o f money in circulation has risen with very 
little interruption to the highest level in many 
years. 'This increase in currency circulation, 
together with larger reser\'C requirements result
ing from increased bank de|>osiis, lias dominated 
the course of exc'css resers'es this year ; although 
additions to the gold stock liave occurred each 
month, the net increase lias been relatively small.

SP E C U L A T IO N  A N D  F IN A N C E .—SUKit 
prices have declined since the first o f the year, 
and in May activity on the New York Stock 
Fxchange was the lowest o f any May since 19M 
Trice fluctuations from day to day have been 
exceptionally sm all; the Dow-Jones industrial 
stock price index in May ranged between a high 
of 117  82 and a low o f n 5  30. Corporate bond 
prices likewise have moved within a narrow 
range, with the general tendency downward. 
Security flotations for the first quaner o f the 
year were higher tlian in the corresponding 
quarter o f any one of the three preceding years, 
but were lower than in the first three months of 
1937. United States Treasur>* financing during 
the quarter increased sharply, the largest pan o( 
the advance representing a subsuntial rise in 
new indebtedness.
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CANADA.
Information communicated by B. A. and A. F. W. PLUM PTRE,

of the University of Toronto.

June i 6th. 1941.

Ar  the end ot April, 1941, the third war 
budget was introduced into the House of 
Commons. Its provisions indicate the 

extent of the war programme which the Govern
ment is adopting for the fiscal year ending in 
March, 1942, and the measures whereby it 
hopes to restrict civilian consumption and 
investment, and thereby to avoid a general 
inflationary pressure. The main features of the 
new budget are as follows :—

(i) The size of the new budget may be 
gathered from the fact that Dominion government 
expenditures are forecast amounting to 82,600 
Mn. A further 8600 Mn, will be spent by 
provincial and local governments, so that together 
all governments are expected to spend about 
83,200 Mn., which is likely to be more than 55% 
of the national income in 1941-42. Only about 
S450 Mn. of the Dominion Government’s outlay 
will be devoted to civilian purposes, so that 
82,150 Mn. (nearly 40% of the national income) 
are attributable to war purposes. Of this sum, 
something like S850 Mn. are attributable to 
flnancing a credit balance on international account. 
(The estimated net credits to be supplied to 
Great Britain amount to no less than 81,150 Mn., 
but this is offset by S300 Mn. in the form of 
estimated net debits to be incurred in U.S.A.)

(2) Tax collections by the Dominion Govern
ment are expected to yield about 81,400 Ain. in 
the current fiscal year. This represents an 
increase of nearly 50% over collections in the 
previous year. Nevertheless, so great is the 
anticipated increase of expenditures, that taxes, 
this year as last, will only cover about 55% of 
total expenditures.

(3) This budget goes much further than its 
predecessors in relying on direct rather than 
indirect taxation. All direct taxes (personal and 
corporate income taxes, the excess profits tax, 
and the newly-introduced succession duties) are 
expected to yield some 8700 Mn., or 50% of 
total revenues. Before the war, direct taxes were 
only yielding about 25% of Dominion revenues. 
Since that time, however, the exemptions on 
income tax have been reduced from 81,000 
(unmarried person) to 8750, rates have been 
increased to levels which, while by no means as 
high as the British, bear comparison with them, 
a National Defence Tax collectible at the source

on incomes over S660 (unmarried person) has 
been introduced, the corporate income tax has 
been raised in steps from 15%  to 40%, an 
excess profits tax of 75% on increases over pre
war earnings has been imposed, and new succes
sion duties have been introduced.

(4) In the new budget the Dominion Govern
ment is deliberately invading fields of taxation 
previously left to the provinces. For instance, 
it is, as already mentioned, imposing succession 
duties, and also a gasoline tax of 3 cents per 
gallon. In addition, its increases of personal and 
corporate income taxes are in a form intended to 
exclude the provinces from these fields for the 
duration of the war. It is expected that the 
Dominion, with a unified tax system, will be 
able to exploit these fields more economically 
and productively than the provinces. Accord
ingly, as an inducement to the provinces to 
withdraw from these fields for the duration of 
the war, the Dominion is offering fairly generous 
grants and guarantees. While some provinces 
have indicated willingness to accept, the govern
ment of the important province of Ontario, 
which has for some time been unfriendly to the 
Dominion Government, has shown an unwil
lingness to sacrifice its fiscal autonomy to the 
extent requested. The outcome of this con
troversy is still in doubt.

(5) An important feature of the budget 
speech was the proposal, subsequently put into 
effect, for rationing private investment in 
buildings, equipment and repairs. Private homes, 
farms, and farm equipment are exempt; but all 
other capital expenditures in excess of certain 
quite low maxima must be approved by the 
Priorities Officer of the Department of Munitions 
and Supply.

With this third war budget, and the third 
public war loan at present being sold, the fiscal 
and financial programme of the Canadian 
Government has passed from the temporary, 
expansive stage to the restrictive stage indicative 
of full or nearly full employment. (Whether 
the government will be successful in implementing 
its restrictive programme must for the time being 
remain uncertain.) It is impossible to say, for 
lack of reliable statistics, how much unemploy
ment still remains in Canada. The volume of 
employment, which rose rapidly during 194O5 
especially in manufacturing industries connected
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S Nvw hafio, X of 1935*0. 
Datks of BKiMRjt! Coli. 4. 6, 16-18, oml of niontli; 1-2, 6

Notify OK
Invettors* Index.** Index o f current market valuation o f nhare- 

holden' equity in about too companict <% o f 1935-39).
-Weighted index o f yield to maturity or call dale (whichever iHvca 
lowest) of 6 taxable federal ittu ci maturing in not leva than 7  yean . 

-Prom 32 banking centres, comprising about 85'’ ,. o f total debits. 
Excludes debits to accounts o f central bank since its founding in 
April, 1935- Largely influenced by financial transactions.

-Refers to operations in Canada only. Includes U'ans to provincial 
and municipal governments.
•Includes go^m m ental deposits. Excludes all deposits with nrm-incial,
postal and Quebec savings banks, and with trust companies.
Col. 6 comprises 70 items ; col. 7, 322 item s; col. 8, 367 Items. 

9.“ Compnscs separate groups for food, fuel, rent, clothing, sundries (includ- 
mgsenrices). Includes home furnishing from 1939. Base 1935.9  to o ^ . 
— Excludes all exports of both monetary and non-monetar)- gold since 

1937 ; includes gold in small quantities only, shipped as dust, quarlr. 
etc., in earlier armual averages.

—Comprises "  animal products ”  and "  vegetable nr.wliirt. •• .

SSI

9. a v o ia g rs . F o i gi * Dom inb n B n tra it  <.( H U G siL *
Hgniits:

includes partly ar>d ftilly mamifadurrd prndutls in s ^ r e  cases mi 
from importeO raw matmals. e g .  rubV^ ptrahuvs 

Col. 13 .— Adjusted f<>r seasonal variation. iiHtudrs at atw hted  srtsrs Utg
repiMcnting fcnrigii trade in raw matetials. Tends to ovrrsn 
emplitude of cyclical fluctuations. pr<4wblv a-ith an upward bias 

„  U -'-B ased  on value of contracts awardid, deflated annually foe ebarwes
union rates of wages, and momhly for cfwtges in ptMva of butidtrw 
materials.

wtly i excludes tars rrxeived frrtn V  S. fonrtetiicms 
lb .— Index of value, comprising 13  g i ‘^P* adrusted for nuertbet td bwwneas 

days and for seasonal variation. Refers to drpanmenu ‘ varteev. ami 
chain stores onlv, reptesemirve chiefly utisan sales Rase--A v. 19*0 
too .  Monthly teties commenced Jamiary ,  19*9. Annual estrmates 
ftom 1923.
■ Includes workers on relief proeevta.
•Establishmrnts with ewer 13  r r ^ o y e e s  onlv. Includes pan  ttinr 
w:orkerx on same basis as full time, l-acludes fatm  labouren 
civil servants, and undetw-rights the aetiice indutinrs
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with the war, is doubtless still rising very fast. 
(Special causes have delayed publication of 
employment figures since February, 1941, and 
other indexes are becoming increasingly difficult 
to interpret because of wartime distortions.) A 
general scarcity o f unskilled labour, male and 
female, does not seem to have arisen yet, but 
acute shortages of skilled labour exist and farmers 
complain increasingly of inability to retain or 
obtain labour. With new plants for war pro
duction opening every month in various parts 
o f the country, and with recruiting for the armed 
forces proceeding steadily if  slowly, the Canadian 
economy is certainly entering the zone o f “ full 
employment.

From the very beginning of the war, as 
reflected in the budget of the special session of 
parliament in September, 1939, the Department 
of Finance and the Bank of Canada have dis
tinguished between the monetary and fiscal 
policies appropriate to rising employment and 
those appropriate to full employment. Accord
ingly that budget did not increase taxes very 
sharply or extend them very widely. Even the 
second war budget, of June, 1940, while 
announcing sharp increases in the income tax, 
made a point of the fact that these increases 
would not be payable until 1941. By contrast, 
the new budget o f April, 1941, far from per
mitting postponement, has introduced a scheme 
whereby income tax payments finally due in 
March, 1942, may be paid in instalments, 
starting in September, 1941.

Although income tax instalments at the 
heavy rates announced in the new budget do 
not become payable until September, a number 
of generally restrictive wartime measures are 
already operative, including the by-no-means- 
negligible income tax rates of the 1940-41 
budget. Despite these tax measures, and despite 
the war-savings campaign initiated in May,
1940, and intensified in February and March,
1941, retail sales continue to mount rapidly. In 
the first four months of 1941, the index of retail 
sales ran nearly 20% ahead of the same months 
of 1940, while the index of retail prices was only 
3% or 4% higher. It is clear that the govern
ment’s general restrictive measures have not 
yet caught up with the wartime expansion of 
purchasing power.

While deliberately postponing the imposition 
of burdensome general taxation until relatively 
recently, the authorities introduced a number of 
measures of specific taxation designed to release 
scarce resources for war purposes. Some of 
these have been of a type familiar in other 
countries : Taxes on automobiles, radios, gramo

phones, cameras, and other civilian commodities 
which compete directly for labour, materials 
and even for machinery, that might be used in 
producing war supplies. Such taxes, indicative 
o f the emergence of specific shortages, were 
introduced in the budget of June, 1940, increased 
and extended in a special Act of December of 
the same year, and again increased in the budget 
of April, 1941. For instance, special taxes on 
the cheaper types of automobiles were introduced 
at 10% and then raised to 20%, and again to
25/0- (More expensive automobiles were sub
jected to heavier taxes.) It is dubious, however, 
how much success can be attributed even to 
these specific measures of restriction. Purchases 
of the taxed articles generally seem to have risen 
rather than fallen. On the other hand, with 
greatly increased purchasing power in the hands 
of the public, purchases might well have risen 
more steeply had the taxes not been imposed. 
It may be significant that purchases of motor cars 
have risen considerably less rapidly than the 
index of retail sales. From now on automobile 
purchases may be expected to decline, because 
of quotas on production and priorities on steel 
and other materials.

Further fiscal measures have been introducep 
to conserve the most important of all scarce 
resources— U.S. dollars. This is the bottleneck 
into which all other Canadian bottlenecks tend 
to be transformed, for if  a thing is lacking in 
Canada, it will normally be purchased across the 
border in U.S.A. In order to conserve supphes 
of American dollars for w’ar purposes, a War 
Exchange Tax o f 10% w'as introduced in June,
1940, on all imports from non-Empire countries. 
Much more drastic restriction came in the War 
Exchange Conservation Act of December, 1940, 
w'hich prohibited importation of a wude range of 
products from non-Empire sources, and subjected 
another group to quotas pending ultimate 
exclusion. (At the same time a number of 
duties on imports from Great Britain were 
reduced and others eliminated. This policy 
was considerably extended in the budget of 
April, 1941.)

An important section of the budget speech 
of April, 1941, was devoted to the foreign 
exchange situation and to an explanation of some 
of the implications of the “ Hyde Park Declara
tion ” w’hich was made public on April 20th,
1941. This declaration of economic co-operation 
betw'een Canada and the United States is of 
great importance, both in reheving an increasing 
shortage of American dollars and in opening the 
w'ay towards ŵ artime economic adjustments 
between the two countries. The shortage of
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American dollars is to be alleviated partly by 
increased American purchases o f Canadian 
products (amounting perhaps to >>175 Mn. m
1941-42), and partly by allocating to British
Lend-Lease account those imports trom U.S.A. 
into Canada which will be used in the production 
of war supplies for Great Britain (amounting 
perhaps to S200 Mn.). However, according to 
the estimates appearing in the budget speech, 
Canada still seems to face a continued loss o f 
foreign assets during the year to the U .S.A.,
amounting to perhaps S>ioo Mn.*

The amount to be borrow'ed in 1941-42  ̂ as 
the budget figures for expenditures and tax 
revenues imply, is about bi,200 Mn. It is

hoped that ^200 Mn. will be raised from “  small 
savings ** in the form o f war savings certificates, 
contributions to the new unemployment insurance 
system, etc. Lhe remainder, amounting roughly 
to 1,000 Mn,, will have to be sought m the 
open market. During June, 194* 
written), a campaign is being conducted to sell 
8600 Ain. o f government bonds— the highest 
objective in the history o f Canadian loans.

• In our report on Canadit lor April, 1941* rtiualJy 
cfciimuicd that kuned the vk«r NUth liquid lureigii
aue(« omouiuing 4̂00 Mn. anJ \o%i I50 Mn. m |too Mn. 
during the lirst year and a hall. Atcording to the hudgrt. 
loiaci were tonkiderably larger, amounting to Mn. by 
the end of March, 1941.
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NATIONAL
U.S.S.R.

B y A L E X A N D E R  B A Y K O V .* *

I N D U S T R Y . — During the first half of 1940, 
ndustrial output appears to have been considerably 

affected by the Finnish War and by the military 
operations connected with the occupation of 
Bessarabia and Northern Bukovina. Output fell, 
not only well below the planned figure, but in 
some industries below the 1939 level. The timber 
and lumber, building materials and fishing 
industries were among the worst, but the out
puts o f practically all the major industries, 
including electricity, paper, textiles, oil, iron 
and steel and non-ferrous metals, were well 
below the figure planned. Reports of poor 
quality were also frequent.

To meet this situation, between June and 
September a series of drastic measures was taken 
to improve output. In June the standard work
ing day in industrial occupations was lengthened 
by one hour, and in offices by two hours, without 
any increase in weekly wages. For piece workers, 
rates were lowered to correspond with the fall 
in the average hourly rates of time workers. In 
July, new penalties were announced for those 
responsible for the management of plants where 
the quality of the output was below standard, 
while a fund was instituted for special prizes for 
both managements and employees in plants with 
the best output achievement.

In September a new Commissariat— “  The 
People’s Commissariat of the State Control of 
the U.S.S.R.” was set up to replace the existing 
machinery for central co-ordination and control 
of industrial output. This measure was supple
mented in October by the institution of a system 
of compulsory training for youths in special 
artisan and industrial schools, in which it is 
hoped to train from 800,000 to i ,000,000 artisans 
a year.

The effects on output of this last 
measure will, of course, not become apparent 
for some time. But the results of the others 
were seen almost immediately, and by the last 
quarter of the year industrial production was 
showing a very marked increase. This was not 
sufficient to bring output for the year up to the 
level planned, but it enabled a substantial im
provement over 1939 to be recorded for the year

as a whole. As the planned figures for 1941 show, 
it was hoped that this improvement would be 
maintained and increased during 1941 :—

CfROSS IN DUSTRIAL OUTPUT OF U .S.S.R .
(In Md. Roubles at 1926-27 prices.)

1038 1939 1940 1941
(Plan)

Capital Goods ...............  62-6 73'7 83*9 103 6
Consumer Goods ... 44’2 50'2 53'6 S8'4

Total ... 106-8 123-9 137-5 1620

Outputs of certain individual industries are 
as follows:

I'W
Coal p in . metric Tons) 127-9
Oil ( „ ) 30-5
Pig Iron ( „ ) 14-5
Steel ( „  ) 17-7
Rolled Metal ( „  ) 13-0
Aluminium (Th. m. Tons) 37'7 
Copper ( ,, ) 99"8

*  Not available.

19SS 1930 1940 1941
(Plan)

132-9 145-9 164-6 191-0
32-2 « 34-2 38-0
14-6 14-9 180
18-0 * 18-4 22-4
13-3 «• 13-4 15-8
66-8 * 59-9 99-4

103-2 * 164-7t 215-7t
+ Estimated.

In textiles, it is stated that the planned 
quantity of output was approximately reached, 
but that quality fell below the level aimed at.

** Information extracted from a paper on “  The 
Development of the National Economy of the U.S.S.R. in 
1940 and Plan for 1941,” prepared by the author for the 
National Institute of Economic and Social Research, on 
the eve of the outbreak of the Russo-German War.

A G R I C U L T U R E . — For food crops, the 
results of the 1940 season were on the whole 
fairly good. The output of grain rose by 7.3% 
and of sugar beet by 18.6%. Textile crops were 
less satisfactory; the cotton crop was smaller 
than in 1939 and the flax crop only slightly 
larger. The production in 1940 approximately 
was : gross production of grain about 1,130.9 
million metric quintals'*; sugar beets 249.4 
million metric quintals ; cotton seed 24.1 million 
metric quintals ; and flax fibre 6.7 milhon metric 
quintals. The livestock position showed little or 
no improvement. It is true that the livestock 
population of state farms showed a considerable 
increase— 12% in cattle, 15% in pigs, 25% in 
sheep, and 34% in goats— but the additional 
animals seem to have been almost entirely 
acquired by purchase from peasant owners, 
whose holdings of livestock have probably shown
at least an equal fall.

For 194I5 an expansion of 3-9% 
under crops was planned, the increases being 
chiefly in vegetables and feeding stuffs. Sub
stantial increases in the number of livestock on 
state farms were also planned. It seems possible 
that the agricultural output planned may be 
achieved ; but in view of the reports of mortality 
among young livestock on state farms it seems

10 quintals= I met. ton.
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likely that considerable further improvements 
will have to be made before the urgent and difli- 
cult livestock problem is solved.

TRANSPORT.—'riic railways increased their 
volume of freight traflic between 1939 and 1940 
by 4.3% (from 392 Md. ton-km. to 409 Md.)j 
but the strain upon them remains very severe. 
The condition o f the tracks is still far from 
satisfactory, and improvements arc urgently 
needed. For 1941 it was planned to increase 
freight traffic by a further 4% , to increase the 
amount of capital expenditure by 55" o 6.5 Md. 
roubles, and to double the supply o f new trucks.

To relieve the strain on the railways and to 
create a reserve of freight capacity, plans were 
made for 1941 to increase greatly the use made 
of canal and river transport. The plans in
cluded the reconstruction of several important 
canals and the replenishment of the river fleet. 
Much of the equipment of the inland w-aierways 
has been allowed to fall into serious disrepair, 
and it is doubtful whether the planned increase 
of 28% in river transport can be achieved or the 
railways relieved of bulk goods traffic to the 
extent anticipated.

For 1941 the financial estimates arc as 
follows;—

(Mil. KouMi'h).

nu<L'< t ...................
KiiilK4>tNof8ovict Ui'ptihlirH ... 
Local Builgctn ..............

• •
• • •

Totii Builgct

• I •

«•«

• •

•««

Iti'vcniic.
170 5 
51 4 
11-0

216-6

KtlM’iMlilim'
m i
555
151

216-1

T H E  S T A T E  B U D G E T . —Though revenue 
received during 1940 fell slightly below the

original cMimatcs, expenditure was correspond
ingly reduced, and the year ended with u slight 
surplus :

KLVKNtUv .\M> KXI'ICN'IH r i 'KK l i u :
IN 1040. Mil ltoutil«>

HIvV KNIK

M 4 1 ic

ICkttm4(«'«| tu«l
Turnover Tux ... ... 108 6 105 8
Krollt* i»f e|lter}»HM*« ... • 22 4 4
Stntc IitunrHiM'ii ... « 1 9 1
l*l‘olU« of .MiU’llilie Trnc(4ir Slxtiultft . 26 2 0

l^iniih 120 11 4
i'nkcK Ninl Li’VlPx 97 4
Other K ev c liu e ......................... 19 6 190

'1‘otal Iteveiiue ......................... 184 0 178 1

K .vfK N ui r n u : .
Kiltnliriutf of Nntioiinl KtHinoiit) . . 57 1 57 1
KtM'inl ('ultur«l Kervi»-«'* 42 9 41 7
llefelMV 57 1 V. 1
AilmiiiiHtmtioii nti'l Juhtic«> ... 72 0 8
|.4utn St'rvitv 2 5 •/ 8
o th e r Kx|»emlitnri* .............. U  1 8 9

ToUl Kx|M*nilitiire 170 9 173 4

It is probable that pan o f the expenditure 
appearing under the head o f * binuncing of 
National Fconomy * was in fact incurred on 
Defence.

'I'he increase in the 1941 estimates over the 
figures for 1940 is partly due to the inclusion of 
budgets for territory (KX'upied in 1939 and 1940. 
An increase was planned in the revenue from all 
main sources. I'he estimated expenditure on 
Defence in 1941 (70.9 Md. roubles) is more than 
three times the expenditure on Defence fin 1938; 
(in 1938 this was 23.1 Md. roubles and in 1939, 
40.9 Md. roubles). Also the estimated ex
penditure on lunancing the National l-Axmomy in 
1941 w'as planned to increase by 27.6“  ̂ as 
compared with 1940.
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ARGENTINA.
By N. R. G ilbert.

1 J u l y ,  1941-

Th e  foreign trade of Argentina has since 
the beginning of the war fallen steadily in 
volume, more especially since June, 1940. 

An idea of the actual magnitude of this shrinkage 
will be given by the following figures representing 
the volume of Argentina’s foreign trade :—

V(»U MK OK \m JK N 1 IV \ H KORKloN Tli U)K
MILLION MKT. TONH.

t m  t l i X t  19  v . t i i

ImiN.Hn ... 10-5 9-9 9 7 6 1 2 2 IS
hx]n,r\m ... 18 2 0 1 12 9 9 5 5 3 IS

Urjtv Ull in Ihr tn*l«mp nf • in 1936 «ml*
innitily ilnc to p«M»r mAiRo Hml wtx>«t « fo|»« .

The reasons for this fall arc the familiar ones
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o f loss o f European markets and scarcity o f 
shipping.

The distribution o f Argentina’s foreign trade 
by countries has been as follows in the immediate 
pre-war and war periods :—

price of 14 .14  pesos per too kg. in the third 
quarter o f 1937, and 7.66 pesos per 100 kg. in 
the third quarter o f 1938).

When the war broke out prices rose and the 
Board found it possible to discontinue its

D IS 'I'K IH IT IO N  OP ARGENTINA’S FOREIGN TR '.DE
Percentages of Total Imports, iitages of Total Exports.

By tariff values ♦ -ii.-.. i?y m arket values t
Pj 3S lifS 'J 1940 h i  Q r . 1941 1: 3S J03> m o 1 st Q r .V J H

U nited Kingdom
Eire, Portugal, Spain..............

18-3 19-9 19-8 19-9 32-8 35-9 364 34-2
0-5 0-4 IT l--4t 2-5 3-2 6-0 1-3 §

Rest of Europe ............... 36-/ 36-0 15-2 11|r 43-2 36-8 21-3 I II T ^  4
9  9 • 9  9  4  ^ 4 9 17-7 1/-2 29T 23-6 8.5 12-0 17-5 36-9

Brazil........................................... 4-7 6-5 7-8 12T 7-0 4-3 5-3 5 4
Japan .............. 3-3 0-8 2T 4-2 1-2 0-7 1-5 3T
Peru ...................................... 4-4 4-0 3-9 4 4  \
Dutch W. Indies .............. 3-7 4T 4-8 7-6 (. 4-8 6-6 9T 12-2India it Canada .............. 5-7 5-1 6-0 8-0 f
O t h e r s ...................................... 5-0 6 0 9-6 18-8 )
N ot classified or lost a t sea ... — 0*5 3-9 69

100 100 100 100 100 100 100 100
Total values—Mn. pesos 1419 1248 1079 162 1400 1573 1428 323

• Tarifi' values are the values fixed for the calculation of customs 
duties by the 1906 basic tariff. Two ^obal increases of 20% atid 
60‘5o luatie in 1920 and 1923. Revisions for certainarticles were 
made in 1931 and 1932. From these tariff values “ real values ” are 
calculated by nieans of an index of prices for each homogeneous 
group of goods, but “ real values” of imports by countrie.s are not 
given in the official statistical bulletins of foreign trade. However, 
an indication may be gained from the fact that for the whole of 
imports real values in 1938 diverged but little from tariff values, 
whereas in 1939 they were 7'2% higher, in 1940, SS'O”;, higher and 
in the 1st quarter of 1941 36‘1% higher.

t  Market values given for exports are based on indices of prices pre- 
})ared by the Statistical Department in Argentina by direct enquiry 
in the market for the princii)al products comprising 95% of the total 
value of exports. The balance, for which it is difficult to establish 
prices, is taken at the value declared by exporters.

1 Ex. Ireland.

§ Spain only.

Included in “ others.”

The bulk o f Argentina’s exports in pre-war 
days had come to Europe. In 1938 the percentage 
was about 77% and this, with the addition of 
the 7%  taken by Brazil, covered by far the 
greatest part o f Argentine grain exports. The 
United States’ share (8.5% in 1938) consisted, 
in accordance with that country’s policy, mainly 
o f goods not competing with its own agricultural 
production. They excluded grains almost en
tirely, but included linseed, wool, quebracho, 
hides, meat, oilseeds, minerals, and other 
products.

The difficulties in the way of disposal o f the 
grain crops caused by the loss o f the European 
markets gave rise to serious problems in Argen
tina. The position had already been difficult 
early in 1939, when the price of wheat fell 
sharply at a time when a bumper crop o f about 
10 million tons was coming on to the market. 
In April, 1939, the accumulation of wheat was 
so great that storage space was getting scarce 
and the National Grain and Elevators Board 
recommended the use of wheat in lieu of maize 
for cattle fodder, it being possible to purchase 
wheat at 5 pesos per too kg., a price which was 
lower than that of maize. The Grain Regulating 
Board was at that time guaranteeing a minimum 
price of 7 pesos per too kg. and selling below 
this price for export. By August, 1939, the 
Board was realising only 4.60 pesos to 4.70 pesos 
per too kg. (This compares with an average

guaranteed minimum price policy by the end of 
1939- Prices rose steadily to a maximum in 
July, 1940, when the average was 9.07 pesos 
per too kg., but fell thereafter when it was 
realised that there was little prospect of dis
posing of surpluses on the Continent.

The position was slighdy easier in regard to 
linseed but no more promising for barley and 
was definitely worse for maize. The most 
striking disproportion between production and 
exports is afforded in the case of wheat and 
maize, where results were as follows :—

A H G EN I'IX A -PK O D U CTIO X  a n d  EXPORTJi OP
W HEAT AND MAIZE.
Season Year

Wheat 1938- 39
1939- 40 
194041

Maize 1938- 39
1939- 40
1940- 11

Est. Prod'u.
000 m. tons

10300 1939
3250 1940
7500 1st Qr. 1941
4875 1939

10376 1940
10600 1st g r .  1911

E-vixirts 
000 in tons

4750
3650
450

3 00 
1880 
260

In 1940 the Government found it necessary 
to enter the market and purchase through the 
Grain Regulating Board large quantities of 
grains. By May, 19415 the purchases were 
5 Mn. tons' o f wheat at 6.75 pesos per too kg., 
I  Mn. tons o f linseed and 600,000 tons of barley. 
The problem of the disposal o f the maize crop 
is, however, far more serious. Two bumper 
crops running have produced some 21 Mn. tons 
in two vears, w'hereas normal local consumption
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docs not absorb more than 3 Mn, to 3.5 Mn. tons
in two years and exports in 194® 
quarter o f 1941 have totalled less than 2.2. Mn. 
tons. I f  cx jw ts continue as in the first 
quarter o f this year, it docs not seem probable 
that exports over the twe years will exceed 3 to 
4 Mn. tons, riicre would therefore appear to 
be an excess prodnciie about 14 Mn. tons 
from the two crops. I n ^ptem ber to the end 
of November, 1940, the Government bought 
5.4 Mn. tons of maize, and the I940-41 crop is 
being bought unshcllcd by the Government 
through the Grain Regulating Board at the price 
of 4.75 pesos per 100 kg. (Average price per
TOO kg. in January, i 93^' to*05 P<^o  ̂> 
January, 1940, 6.25 pesos; in December, 1940,
2.91 pesos).

Efforts arc being made to increase local con
sumption of maize, and its uses as fuel on loco
motives has been studied without providing a 
solution in view of the low calorific value and 
unwieldy bulk of the unshelicd grain when 
compared with coal. The cost o f all these 
purchases of grains is weighing very heavily on 
the country. They arc considered very necessary 
to keep the population in the interior from 
starving, but it is none the less diflicull to see 
how such an expenditure could be met for several 
years running.

The importance o f the fall since the w'ar in 
the volume and value of exports o f agricultural 
products from Argentina can be gauged from the 
fact that in 1935, 1936 and 1937 they represented 
about 6 i% , 58% and 64% respectively o f the 
total market value of exports. In 1939 this 
proportion fell to about 48%, in 1940 to about 
42% and in the first quarter o f 1941 it was 19%  
(as compared with 4570 in the same quarter o f 
1940)—this despite the fact that total exports 
have fallen in value over the period.

The actual figures arc as follows :—
(‘OMIM»SmON Of• AUdIvNTINK nxrour.H

Vri»\n. AKrie. rnaU. 'I’tital Kx|Miita
Volume in 000 met. tonx.

Ymr 1938 1240 7290 9123„ 1939 1330 10B80 12880
„ 1940 1160 7780 9470

lut Qr. 1940 390 2700 m o1941 360 1000 1490
Market Value in Million I’oHOfi.

Year 1938 640 600 1400n 1939 690 T7) 16761940 700 000 1425
iRt Qr. 1940 240 230 610M 1941 220 GO 3n

Livestock products have not suffered as badly
as grains, although exports o f meat have fallen
quite appreciably in volume and have declined
m price. Wool, however, has sold belter this
season (ist October, 1940, onwards). There has

been a very rapid disposal of the d ip —it is said 
indeed that ihis^lias been the most rupidiforilhc 
lust 25 years. At the end of last season on isi 
October, 1940, stocks o f the old d ip  were about 
30,000 tons ' .iilst it is estimated that by tlic end 
o f April this year there was a balance unwild of 
only about 15,000 tons*, 'rhis rapid disjsosal was 
due in some small degree to increased purdiases 
o f local industries, which bought 30,000 tuns 
this season against 25,000 tons last year, but 
mainly to increased purdiases by the United 
Stated, who increased their sliare from 
85.5% of total ex|x)rts o f wool.

One great diliiculiy Argenima had to face 
when it lost the Eurojsean markets was that u 
was driven to import mainly from the U .S.A . 
the products it luid formerly obtained from die 
Continent. The total volume o f imports fell like 
that o f exports.

In 1940 the fall was i7 ':„  when cximparcd 
with 1939, and from the first quarter o f 1940 
to the first quarter o f 1941 the fall was 32 
These falls were mainly due to lower imports 

o f coal, fuels, stones, earths, glass and china, iron 
and manufactures, l r̂ic-cs, however, rose over 
the period, in 1940 they were about 32 ',, higlier 
than in 1939, so that the value of the total 
imports for 1940 was about 1,500 Mn. pesos 
compared with 1,340 Mn. in 1939- In <he 
first quarter o f 1941 it was 230 Mn., as 
against 425 Mn. for the same period o f 1940,

The balance o f trade of Argentina was un
favourable in 1940 to the extent o f about 
70 Mn. pesos. When a similar thing had 
happened in 1938 owing mainly to the turn of 
the c>'dc and the lag o f imports behind exports, 
and it was realised that the foreign trade o f the 
country would not provide the balance required 
to cover the servicx o f the foreign debt and other 
remittances abroad, measures were taken to re
strict imports and at the same time canalise them 
towards those countries whose purchases from 
Argentina created a sulficicnt surplus of exchange.

The prior im|X)ri permit system (by which 
no foreign exchange at the lower officul rate 
would be guaranteed to imptms for which a 
permit had not iKcn obtained prior to arrival 
o f the goods) was extended to apply to all goods 
whether to be covered at the otficial rate or at 
the free market rate. The dinfcrcntial between 
these two rates had been kept at more than 20 i  
by a tax, but on extension o f the prior import 
permit system the minimum differential was 
reduced to io^q. These regulations favtiurcd 
those countries whose balance o f trade was

• From Waldron A W(wxl‘» review of Maa«on*» opcrationt
in Bucn(H Airct wool maricct.
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favourable to Argentina, the result being a 
marked restriction during the first half o f 1939 
of imports from the U .S.A ., Italy and Japan, 
and a stimulus to British exports, especially of 
textiles, and to the Argentine textile industry.

Trade negotiations were in consequence 
started by the U .S.A ., Japan, Italy and other 
countries in an effort to get over the difficulties 
created by the import regulations, but negotia
tions were impeded by the outbreak of the war. 
Italy, who had secured an agreement before the 
war, was unable, owing to deflection o f its 
purchases o f cereals to the South Eastern states 
of Europe, to increase its imports from Argentina, 
so that Argentina suspended the allotment of 
prior import permits for Itahan goods in January, 
1940.

With the U .S.A. “ negotiations were sus
pended ”  probably owing to the disinclination of 
the U .S.A. to allow free entry to Argentine 
cereals into its markets. With Japan an agree
ment was concluded, but it was surrounded by 
restrictions to guard against large increases of 
Japanese textiles to the detriment of local 
industry and other foreign suppliers.

With Great Britain and France special 
arrangements were made soon after the declara
tion of war for the payment of these countries’ 
purchases in Argentina by means o f sterling and 
French francs respectively, surpluses above a 
certain figure to be converted in the case of 
sterling into gold, and in the case of francs into 
dollars.

These measures, taken in conjunction with 
large sales of wheat to Great Britain and other 
European countries, and of meat to Great Britain 
and France, caused the balance of trade to turn 
favourably to Argentina in 1939 to the extent of 
about 235 million pesos.

At the end of 1940, however, the unfavourable 
balance of trade of about 71 million pesos did 
not disclose the real gravity o f the position. As 
explained in the report of the Argentine Central 
Bank, owing to the system of bilateral trade and 
payments agreements, the trade of the country 
falls into two categories, that conducted through

compensation ”  accounts and that in “  free ”
currency. During 1940 total payments into 
“  compensation ”  accounts amounted to about 
740 million pesos. Outgoings in respect of

imports, debt services and other expenses, 
amounted to 620 million pesos, the surplus being 
120 million pesos. Meanwhile, payments into 
free currency accounts amounted to 610 million 
pesos, whilst outgoings totalled 840 million pesos. 
This left a deficit o f 230 million pesos in free 
currency. This deficit represented a serious 
menace to the gold reserves o f Argentina and as 
a temporary measure to allow adjustment to the 
changed conditions, the Central Bank obtained 
loans from the U.S.A. totalling 1 10 million dollars.

The outlook for 1941 was still more un
favourable than in 1940, as there were no 
prospects of replacing the free currency pro
duced in the first half o f 1940 by trading with 
European countries forming part o f the “  free ”  
currency group. The only remedy of a per
manent nature was the possibility of converting 
“  compensation ”  currency balances into “  free ”  
currency, and the development of export trade 
with the “  free ”  currency group. Efforts were 
made in both directions. Some modification of 
the British payments agreement with Argentina 
was secured, enabling Argentina to use some 
part o f the sterling balances to pay for imports 
from its neighbours or from the U.S.A. An 
Export-Import group was formed under the 
aegis o f the Government to encourage the export 
o f new products to the U.S.A. by means of 
exchange concessions and other facilities. Im
port restrictions ŵ ere simplified after the first 
quarter o f 1941 to meet the requirements of 
trade ; restrictions on imports from the U.S.A. 
were relaxed because of the needs of the country 
and also in the hope of promoting trade with 
that country. Finally, the prior import permit 
system was abolished from ist July, 1941, for 
about 80% of total imports. It seems probable, 
that this, in addition to facilitating trade in 
general, may favour the U .S.A. more panicularly. 
A trade agreement with the U.S.A. is being 
signed in Buenos Aires this month. Over the 
last few months the value of exports to the U.S.A. 
has exceeded that o f imports from that country 
and as the U.S.A. is the principal “ free”  
exchange country it would appear that prospects 
as regards the balance of payments have im
proved, and that no serious drain of the country’s 
resources will be due to this cause, at least in 
the immediate future.

Acknowledgment is made to the Economic Research Division, London School o f Economics, for 
permission to publish the foregoing article, which is the result o f research undertaken under

their direction.
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Du r i n g  ihc past four months, Govern
ment expenditure has shown an increase 
from an average of about jC83 Mn. a week 

to about £90 Mn. a week. Ordinary revenue 
has shown an almost equal increase, and the 
average weekly deficit is practically unchanged. 
While, however, the amount of the deficit has 
not increased, a considerably smaller proportion 
of it was financed on long term during the third 
quarter of the year, and a larger proportion 
by means of an expansion in the Floating Debt. 
Clearing Bank deposits consequently showed 
their sharpest rise since the beginning of the 
war, net deposits rising by some £200 Mn. 
between June and September.

The decline in long-term loans was due 
partly, though only partly, to the suspension of 
the issue of 2}%  National War Bonds for nearly 
two months from the middle of August. Sales 
of the new issue of these bonds, which com
menced on October 9th, have hitherto been 
satisfactory, and it is to be hoped that sales o f 
these to non-banking purchasers, together with 
the results of the recently-inaugurated new drive 
for increased savings and the effects o f the 
increased rates of tax now coming into force,

will enable the Treasury largely to dispeme 
with further borrowing from ilic banks during 
the remainder o f the financial year.

As in the sca>nd quarter o f tins year, there 
has been very little change in the index numbers 
of wholesale prices, o f cost o f living or of wage- 
rates. 'The w'liolesale price numbers have 
hardly risen months. Owing to
rcgularisalion of some prices and a fall in the 
price of potatoes, the official index o f the cost 
o f living has actually fallen since May, in spue 
o f some increase in the cost of clothing and fuel. 
The changes in wage-rates since June have been 
of quite a minor diaracter. At present the 
index of wage-rates is at about 22“ o higher than 
two years ago, while the cost-of-living index has 
risen about I f  overtime were included in
the reckoning, the wage index would show a 
higher rise and probably pass the coM-c^f-living 
index ; but the latter is now inadequate for such 
a comparison, and tliere is little doubt ilut 
working-class ex|>cnditure on food has frequently 
increased more than the index suggests.

Unemployment has diminished ilmiughout 
the year, and the number o f pcrstins unsuccess
fully seeking work and capable o f ordmar>* 
employment is almost insignificant.

FINANCE & BANKING riiE niiRi) QUARrF:R o f  m \

By F . W. Paish.

GOVERNMENT FIN ANCE. — After the 
apparent decline in government expenditure 
during the second quarter, due to the effects of 
the United States* Lcase-Lcnd Act, the upward 
trend has been resumed. During the third 
quarter Supply expenditure has averaged nearly
aOVEHNMENT KEVENtIK AND EXi’ENDlTrUK i£,S\n >
Wopklj Average!. Kevenue.

Total,
Exprir

8iipiily
Service*.

iltturc.
'iotal.

Deficit

1939-Oct.-Dec. 15-9 35-8 416 2691940—Jan.-Mar. 38-8 451 48-0 9-2April-.luiio 14-5 47 1 634 38 9
July -Sopt. 20-1 666 69-6 495Oct.-D4*e. 22-8 77-0 R3-6 GO 7

1941—Jan.-Mill*. 51-0 88-5 90-1 39-1April 1-20 24-8 76*6 83-5 68 7April -̂Mny 31 23-8 76-3 80-7 57-1June 1-30 25-4 76-3 84-1 58 7July 1-28 30-2 79-3 84-5 54 3July 27-Aug. 30 36 4 85-8 89-2 52-8Aug. 3l-Hopt. 30 280 87 4 906 62-0

£85 Mn. per week, and total expenditure nearly 
£89 S\n. |->cr week, as compared with £76 Mn. 
and £83 ^\n. in the previous quancr. Funher, 
as the tabic shows, cx|scndiiurc rose month 
by month.

Fxpcndiiurc for the quarter amounted to 
£ i , i6 i  Mn., bringing the total for the half-year 
to £2,235 fact that the last
quarter o f the financial year usually show's a 
marked seasonal increase in payments, it seems 
likely that expenditure for the year will exceed 
the Chanccllor*s original estimate o f £4,200 Mn. 
by several hundred millions.

Fortunately, it also seems likely that an 
appreciable proportion o f this excess will be 
offset by an increase over the estimates in 
revenue. Receipts for July-Scptcmbcr rose
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to £4184 M n., bringing the total for the half- 
year to date to £7^7>5 M n., or over 41%  o f the 
estimated receipts for the whole year, v/hereas 
last year only 32% o f the year’s income was 
received during the first half. Some part o f this 
increase is, o f course, due to the imposition o f 
supplementary taxes in ± e  second half o f last 
year, and to the institution o f the system o f 
taxation o f wages and salaries at source. But if  
we look at the main sources o f revenue which 
are little affected by season— E.P.T. and N .D .C., 
Estate Duties, Customs and Excise— we find that 
receipts during the first half o f the year amounted 
to 56% o f the estimates for the whole year, 
while Miscellaneous Receipts, at £36.8 Mn., are 
already nearly twice the amount estimated for 
the whole year. Further, the latest increase in 
rates o f income tax will become effective' for 
many taxpayers only in the second half o f the 
present year. On the whole, it seems reasonable 
to hope that ordinary revenue for the year will 
exceed the estimate o f £13786 Mn. by at least 
£100 M n., and it may well reach the neighbour
hood o f £2,000 Mn.

The excess o f government expenditure over 
ordinary revenue during the quarter was 
£743 M n., as compared with £755 Mn. in the 
preceding quarter, and £651 Mn. during the 
corresponding quarter o f last year. O f this, 
nearly £30 Mn. was covered by the excess of 
premiums received under the War Damage Act 
over claims paid. The balance o f £713 Mn. 
was financed, as follows :—
GOVERNMENT BORROWING.

(£Mn.)
TH IR D  QUARTER, 1941.

Nat. Savings Certificates 
3% Defence Bonds 
3% Savings Bonds #  • ♦

Nat. War Bonds...
«  • « • ♦  •Ot^er Debt

'J’otal long & medium
term d e b t ...............

Treasury Deposits 
Treasury Bills. Tender 

,, 1 ap
W. & M. Adv. Govt. Depts.

July 
(26 days)

10-6
11-3
40*8
38-0
2-8

Aug. 
(35 days)

12-5
9*3

32-0
P 4-8

26-7

Sept. 
(31 days)

15-7
12-0
30-3
0-6
8-2

Total for 
Quarter

38-8
32*6

105T
143-4
37-7

103-5 
-  3-5

/ 94-7

»>
l ‘̂ -6

Bank of England —16‘3

185-3 
-  2-5 
f 10-0

39-6
-ITO

}
66-8
87-0

355-6
81-0

81-9 220-2
32-5 

-  0-2
87-7 

-  27-5

Total ... 194-0 2=5*0 268-0 717-0

Despite the rush in August to buy 2 l%  
National War Bonds, before the discontinuance 
o f the 1946-48 series, the proportion o f the 
deficit financed on long term fell below 50%, 
as compared with over 67% in the previous 
quarter. The fall in subscriptions to government 
loans occurred in securities designed both for 
laige and for small savers.

T he Floating D ebt.— The reduction in the 
amount raised on long-term necessitated heavy 
resort to short-term borrowing, especially during

98

-i-

September, and the Floating Debt showed a 
rise over the quarter o f £361.4 Mn. to £3,424.4 
Mn. While it is not possible exactly to differen
tiate the £220 Mn. increase in Treasury bills, 
it is clear that by far the greater part of the 
increase occurred in ‘ tap ’ bills, while bills 
issued by tender rose by only something like 
£25 Mn. This figure, however, probably 
conceals considerably larger borrowings from 
non-official sources, since it is believed that 
overseas central banks have been enabled to 
replace considerable holdings o f tender bills 
with bills issued through the tap, thus setting 
a larger proportion o f the existing tender bill 
issue free to be taken up by the market. Effective 
new short-term borrowings from non-official 
sources during the quarter may have been in 
the neighbourhood o f £150 Mn. or more, 
instead o f the £106 Mn. indicated by the figures 
o f Treasury Deposit Receipts and tender bills, 
leaving some £200 Mn. as the receipts on the 
one hand from new accumulations o f overseas- 
owned sterling funds in London, and from 
Treasury assets sold abroad, and, on the other, 
from the accumulation o f savings in official 
hands, including the Post Office Savings Bank 
and the unemployment and other government 
insurance funds, plus the increase in government 
securities held by the Bank o f England.

Funds borrow^ed on short-term from non
official sources normally come, directly or 
indirecdy, from the banks, and give rise to an 
increase in bank deposits. Since a state of 
practically full employment has been reached, 
and there is no reason to think that the public’s 
demand for liquidity is increasing further, all 
such borrowings over and above the Treasury’s 
seasonal requirements are an indication o f an 
‘ inflationary gap.’ During the past quarter it 
seems probable that these borrowings were in 
the neighbourhood o f £100 Mn, in excess o f 
seasonal needs, and that there existed a ‘ gap ’ of 
this amount plus the excess o f the increase in 
the banks’ investments over the decrease in their 
advances, or o f about £130 Mn. in all.

Bank of England.— The rapid increase in 
the note circulation, which has been in progress 
since the beginning o f 1941, continued in the 
third quarter. After rising from £639.0 Mn. on 
June 25th to £668.2 Mn. on August 13th, the 
circulation showed only a trifling seasonal 
reaction to £664.7 on August 27th.. During 
September the rise was resumed, and by October 
1st the total had reached £677.8 Ain. At the 
beginning o f September the fiduciary issue was 
raised by a further £50 Mn. to £730 Mn. The 
Bank’s security holdings have been expanded
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pari-passu with the note circulation, and Bankers* 
Deposits have in general been maintained at the 
very comfortable level o f between £120 Mn. and 
£1^0 Mn. The only important exception was 
in the middle o f August, when heavy purchases 
of National War Bonds, 1946-8, made in 
anticipation of the discontinuance o f their issue, 
caused Public Deposits to rise to /̂ 37*7 Mn. and 
Bankers’ Deposits to fall temporarily below the
£100 Mn. mark.

C learing Banks.— During the third quarter, 
the upward trend in Bank Deposits was accel
erated. If we eliminate balances with other 
banks and items in transit, and look at net 
deposits, we find a rise in the deposits o f nine 
clearing banks of £82 Mn. in July, £9 Mn. in 
August (when the heavy sales o f Bonds 
1946-8, prior to their jdisconiinuancc, brought 
in a large amount of money) and no less than 
£108 Mn. in September, the largest increase for 
any single month since the war began :—

NINK CLKAKIXU BANKS.

1910. 
March... 
.lime ... 
Scptoinla r 
Dcci'inhcr

•  •  •

• • •
» »t
«• »

£Mn. 
2239 
23U 
2166 
2857

Balances witli Other Bnnkii 
ami I (emit in Trnn«tit.

£Mii.
89

119
106
139

Net

£Mn.
2150
22/2
2300
2527

2626
2794
2838
2812
2955

2508
26472V 9
2758
2846

1941 
March
«ltm e................
. J u l y .............
AllgUMt
Sej)l«mhcr ...

The increase o f nearly £200 Mn. in net 
Deposits during the quarter was due mainly to 
an expansion in the banks’ short-term assets, 
for of the rise o f £58 Mn. in Investments, 
£31 Mn. was offset by the continued decline in 
Advances. Discounts increased by £78 Mn. in 
July (when it is clear that much of the increase 
in ‘ tap ’ bills was in replacement of tender bills 
in official hands) and by £49 Mn. in September, 
while holdings of Treasury Deposit Receipts, 
after falling slightly in July and August, rose by 
£58 Mn. in September. Cash reserves have 
fully kept pace with the rise in Deposits and 
the ratio rose from 10.5% in June to 10.6% in 
September.

Security Prices. —  Prices o f industrial 
securities continued to rise during the greater 
part of the quarter, and by the middle of 
September our index had reached equality with 
March, 1940, the highest previous figure recorded 
since the outbreak of war. Since then there has 
been a slight reaction, but the decline by the 
middle of October was small.

Our index o f prices o f fixed interest securities, 
after a slight reaction in August, recovered in 
September to the highest figure recorded since

January, 1937, and maintained that level in 
October. Short-term iniercsi rates show little 
change at their existing low level.

RHCHN'P M OVHM HN'rS.
During October the recent rise in Supply 

expenditure appears to have been checked, and 
at £82.9 Mn. per week the average was about 
the same as in recent months, but heavier 
interest payments raised the average total weekly 
expenditure to £91.4 Mn., as compared with 
£88.3 Mn. in the preceding quarter. As, 
however, average weekly receipts iVom ordinary 
revenue rose frtim £31-9 £ 35-* Mn.,
the average weekly deficit, at £5^-3 
about the same.

Aggregate expenditure during the first 25 
days o f October totalled £326. i .Mn.,and aggregate 
revenue £125.2 Mn. The deficit o f £200.9 Mn. 
w'as Lwered, as follow s:—

lU m iH It  GOVKHNMKNr l lolUtoWINU n M .  r i i -

Lent and Leant.
N it t io im l  haviitM** 1 ' ( ' f t *
J  ' I •I'ft'IICt' Il4lJ»'l»

 ̂ .Nut, W «r IC'ImU ... 
(Mhrr Debt.

L\tu.

1 • •

h’hating D*bt.
I'rr̂ ûry HilU 
'1‘rfAimry 
>VaV<i K

B^iiik Ilf Iv i i fU tM l

i r j r  namagt A<t.
i»f Ilf piniiunn* iHn

1757

•* <1

m  •?
'Phe heavy subscriptions to the new issue o f 

2P;o War Bonds, 1949-51, which began on 
October 91I1, permitted no less than 87",, o f the 
month’s deficit to be ftnanc*cd on long term ; 
though how far the new securities were taken up 
by the public, and how far by the banks, cannot 
be determined until the clearing banks* returns 
for October arc available. It is to be hoped, 
however, that these w*ill show a check to the 
recent rapid increase in bank deposits. The 
exceptional fall in Treasury bills which seems to 
have occurred entirely in ‘ tap * bills, is possibly 
connected with the equally exceptional increase 
in ‘ other debt,’ and may be due to the conversion 
o f holdings o f ‘ tap ’ hills into another form.

The Bank o f Hngland Maicmcnis show no 
sign o f a check to the rapid rise in the note 
circulation. The Bank’s security holdings have 
been increased correspondingly, and Hankers’ 
Deposits have been kept at the vcr>* comfortable 
level o f between £120 Mn. and £130 Mn., 
except when they arc occasionally temporarily 
depleted by hcavT transfers to Public Dc|x>sits on 
accounts o f hcavty receipts from the issue o f loans.
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PRICES, WAGES AND EMPLOYMENT,
By A. L . Bow ley.

It is o f considerable interest to compare the 
movements o f prices and wages between August, 
1939, and August, 1941, with those in the first 
two years o f the previous war.

1914, July

Wholesale Pr 
S ta t is t  

100

ices
Food

100

Retail Prices 
Cost of Living

100

Wage
Rates

100
1915 „ ... 129 132 125 107
1916 ,, ... 158 161 145 117
1939. August 100 100 100 100
1940 145 120 121 113
1941 161 120 128 121

(averaged) and butter about 20%, milk and 
sugar rather more than 30% ; and fish prices 
were 56% higher at the end o f the second year. 
The details shown in the table are compiled 
from the Ministry of Labour Gazette.

The actual rise in food cost depends on the 
proportion spent on bread, on meat and other 
rationed foods, and especially on unrationed 
food, much o f which is not represented in the 
index-number.

Whereas wholesale prices have advanced 
more rapidly in the past two years than in 
1914-16, the price o f food (so far as it is repre
sented by the official index) has been held down 
by subsidies and regulation. Other items that 
compose the cost-of-living index, especially 
clothing, rose more rapidly than food in the 
later period, less rapidly in the earlier.

Wage-rates on the average advanced rather 
more rapidly in the first year, less in the second 
year, o f the present war, than in 1914-16, and 
the discrepancy between wages and the cost-of- 
living is much less. In both periods the cost-of- 
living index ceased to have its pre-war sig
nificance.

The stationariness o f rent is only appropriate 
to families which have not moved nor changed 
the personnel o f their households.

The great increase in clothing prices is 
limited in its effect by the coupon system.

The general index number is no longer an 
effective measurement o f the change in the cost 
o f living, but when its limitations are realised 
it is still indicative o f the movement o f prices 
o f the most important commodities. The index 
rose abruptly 9% the first two months o f the 
war. During the next 18 months the rise was a 
little spasmodic and 18% in all. Since May ist, 
1941, there has been a slight reduction.

The main difference between the two sets o f 
index numbers is thus due to the control o f food 
prices since 1939. Prices o f the various foods 
have risen at very different rates. Bread and 
flour have hardly changed since August, 1939. 
Margarine and tea have risen little, meat

30̂ 05
W H O L E S A L E  PR ICES rose very rapidly, 

% , in the first six months o f the war. Later 
the increase was slower and damped down to 
9%  in the second six months, 7%  in the third, 
and only 2% from February to August this 
year. (Board o f Trade figures.)

PERCEN TAGE INX’REA SE AT 1st SE P T E M B E R , 1941, 
COMPARED W ITH  1st SE P T E 3IB E K , 1939.

Beef, British—
Ribs
Thin Flank 

Beef, Chilled or Fro 
Ribs
Thin Flank 

Mutton, British 
Legs 
Breast

Mutton, Frozei 
Legs 
Breast 

Bacon .

11 (10) 
26 (27)

Rent

Clothing 85 (87)
zen-

Fuel and Lii;ht—
Coal
Gas 4  4

Total

15 Other items

25(26) 

28 (29)

Fish 
Flour .
Bread .
'tea .
Sugar (Gran.)..
Milk ..............
B u tte r -  

Fresh 
Salt 

('heese... 
ftlargarine— 

Special 
Standard 

Eggs (t'resh) 
Potatoes

A LL ITEM S 
incl. Food 28

• 4

Figures in brackets 
show the change to 

October 1st, 1941

1939 1910 1911
August average:s

Cereals ........................... « • « 100 170 180
Meat, fish, eggs ............... « « « 100 138 138
Other food and tobacco ... 100 146 167

Total, Food, &c. 100 150 161

Coal ... ........................... ♦ ̂  ̂ 100 120 138
Iron and Steel ............... 100 127 141
Non-ferrous metals............... » « » 100 123 123
Cotton ........................... ♦ ̂  # 103 156 172

ool ... ... ... ... 100 153 166
()ther textile.s ............... 100 142 167
( ’hemicals and Oils............... 100 128 138
Miscellaneous ............... « ̂  ♦ 103 161 177

Total, Materials, ice. ... » ♦ • 100 139 157

Grand total 4 i • 100 143 156

It will be seen that the price o f cereals :rose
steeply in the first year, and that textiles are
responsible for a considerable part o f the increase
in prices o f materials.

W A G E  RATES.--The increase of wages
4  4

% 4

Total Food 20

S i a i L C U  m u i c  M U W i_ y  l i i <u i  u i a r  v i  i ± x

autumn o f 1939, but for the 18 months October, 
i 939j to April, 1941, the index o f wage rates

100
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Docth*'
fitters
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shiplwiiJ
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rose in very nearly the same proportion, i 9 ‘ 'n» 
as that o f the cost o f living. Since April, wage 
rates have risen a little and prices fallen very 
slightly, but the loss in real wages in the first 
three months o f the war has only been made up 
by overtime or other extra earnings.

The movement o f wage rates has been 
irregular and unsystematic, increases being 
obtained in different months in one industry 
after another. 1 he results up till October, I9 4 »̂
have been :—

rllAXOKS IN WACI-: ltATl'>. 
notobi'r, 1941, HU jmmti'IiUk** »»f Au|iiut, 1959.

UrickluyeiH.........
„  IjnlMiurcM’H 

PiinUM-R:
. . .

Dock LhImujiith
Khgincci'H;

ritUTK.............
Lal)OUi'(*r» 

Shiubuilili'i'h 
Kailwaymi'ii 
( 'otton 
5Vool

• • •

• •«

• • •

• • «

• • • • • • • • •

A • • • • »

115 LiM*al Authorilifh ... ill)
120 TrtiiuN ............... ... IIB

Lorry Mrivfm ... IlH
107 llootH ... 121
115 I’nuhTlinUfry ... ... 121

Tniloriiig ... 123
11.5 Shii'tH ............... ... 123
117 'l'oluioct>... ... 123
110 ... ... ... 139
lie AKi’iî idturi* ... 145
132 If 
129* Woiglitvil HVrraKc ... 122

* KrroniHmfily ni» 119 in Ift'̂ t Hri.i.icriv, 71

There have been very few changes since 
February this year.

It is possible to compare our wage-rate 
index with the summary o f changes in the 
weekly wage bill given each month in the 
Ministry of Labour Gazette. This equally 
with ours takes no account o f overtime. Over 
two years the increases have amounted to 
£4.5 Mn. Changes in wages o f agricultural 
labourers, clerks and others arc not included, 
and it might be expected that the figures would 
relate to about 70"o o f the £35 Mn. estimated 
weekly wage bill before the war, that is, to an 
aggregate o f about £2  ̂ Mn. We thus find an 
increase o f about 18% to compare with our 
wage index which (excluding agriculture) .shows 
21% . I f  this slight damping down is distributed 
over the months, the resulting series differ from 
each other in only one month* by more than 1% .

UNEM PLOYM ENT.— There has been a 
further reduction in unemployment since July, 
till at 15th Sept, there were only 88,000 wholly 
unemployed insured men in Great Britain, o f 
whom more than 30,000 arc classified as unsuitable 
for ordinary industrial employment. The boys 
and girls who left school in the summer had 
not yet been completely absorbed in September.

* Viz., in February, 1940, when an increase of 2 or 3 ,, 
antedates an increase shown in the Oazette,

V

IvMIM.tiV.MICN I KX< IIANUKK It Mi  IKI
<iUK.\T HIM r UN

00**

Mrli

1959 Aum

INI.
.V’ liv.

1940 .U m. 
r. h.
.M*r.

.Mrt>
lllUi’

730
(Mil
7t»9
707
7 G 4

1941

Au«.

Oct.
N.jv

Jaii,
IVh.
Mhi
\|.r
Mh>
.iiiiii'
■liiiy
Auk

pt

y 1'HflHploVwllioka
Wuiiii-ii At

lilrla
Ut-Ii N̂ UMirli A

(UrU
1GB 70 12U /« 7
292 99 n o 102 10
56H 105 H4 67 5
350 90 79 63 4
326 »2 MU 60 4
320 95 1H5 5M 7
2WJ H3 254 53 9
273 (>4 l/J 57 3
243 6B U t 33 3
21B 44 50 43 3
22fi 40 39 40 3
24B 52 r t (AJ 7
236 74 75 72 I

227 U) 9B 79 6
267 09 93 r i 7
256 02 94 03 <*
244 50 H2 54 U

222 «2 UU 67 u

197 51 08 43 4
m 39 41 3
M3 46 41 11
122 41 27 .*■1
102 31 lb 24 • 1
89 29 20 VI t , *
82 39 15 21 2
79 30 6 16 1

lH(lU<tlU||

a.Vi

• Kiuuiti* lit line ia)Mu\ lueii .u*l> imlu.l. iim i. -i
mnnt IrHiiiiiitf «li<* In.r
Mil.M-.pientlv N - Mini$try of l.aSoyr OastiN, U.*-u*i.

W-c again give the table showing the expendi
ture in insurance benefits against the atntnbutions 
o f employers quarter by quarter. ‘Fhe former
(A) rcficcis the fall in unemployment, the laticr
(B) the increase in employment. ’Fhe latter
should be diminished slightly in a>mpanson 
with earlier dates, since the limiting ina>me was 
raised in September, 1940* other
hand, the rates o f contributions had been 
increased in August, 1940.

r S K M F I . O V M F M  I I M *

Ŵ rkW COOfi#
; * 4 ^

V H f^li. mmIiiik

3U> 27U., 1939 WT7 410 \ ii|f 1910 S41

2ritli, 1939... 030 149 V«r. 30Ui, 1940 . 444

Nnt. 26(1). 1930 .. 057 m Irl.  1911 . 5fS3

Vv\>. 24tli. 1940 ... 403 >U> 24th« 1941 . 19S

MnvZSth. 1940 . 490 401 Kum S0Ui« 1941 ITS

RETAIL SALES.—  Fhe value o f retail sales, 
as estimated by sample by the Bank o f  England, 
was in September, 1941, 4"o lower than in Sept
ember, 1940, which corresponds to a much greater 
decrease in quantity, owing to the rise o f prices. 
The index is based on unweighted totals o f 
returns from establishments for which com
parable figures arc available for the prcs'ious 
year. Consequently there is no allowance for 
any which have gone out o f business. On the 
other hand, few, if  any, private businesses arc 
included, so that anv transference o f  trade from
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multiple stores in evacuated large towns to 
private shops in reception areas is not covered.

A V E R A G E  D A I L Y  S A L E S  A T  S E L L I N G  V A L U E
1941 as ^  o f  1937

It is understood that the sample has been 
deteriorating in many respects, and that it was 
always relatively smaller for regions more 
distant from London.

The returns show great variation by district:

L o n d o n , C en tra l & W e.st E n d
J u n e

63
J u ly

58
Augu.st

64
,, S u bu rban • 9 9 98 94 92 90

S o u th  o f  E n g lan d • 9 9 116 108 116 112
M id la n d s , e tc .  ̂• 4 117 113 116 118
N o r th -E a s t • 4 4 115 111 114 115
N o r th -W e s t 4 • • 116 112 110 111
S co tla n d 130 118 111 119
G re a t  B r ita in 105 101 98 99

WHOLESALE PRICES.
See S u p p l e m e n t s  for M archiJunei September and December in 19 3 8 -3 9 ; before 1938 see B u l l e t in s  for these months

COMPARATIVE INDEX NUMBERS FOR 6 COUNTRIES.

The table below gives comparable index-numbers of wholesale prices, based upon a list of commodities 
as nearly identical as possible for all the countries, and the same method of calculation and weighting 
is applied in each case. The index-numbers were described in detail in Special Memorandum No. 24.

Figures for 1940 and 1941 are based upon such data as could be obtained from reliable sources.

The figures for 12 countries in the table on p. 103, which are derived from the League of Nations 
monthly bulletin, are affected by differences o f content and method o f calculation.

B a se  1925 =  100

1940

F O O D —
U n ite d  R g d o in J
XT •  9 ^ 0

S w e d e n  ...........
C a n a d a  ............
N e w  Z e a la n d .. 
S . A fr ic a  ........

M A T E R I A L S —  
U n ite d  K ’g d o m * *
XT • 9 • 9 4 9 ^ 4 9 ^ ^

S w e d e n t  ........
C an ad a  ............
N e w  Z e a la n d ..
S . A fr ic a  ........

r O 'I 'A L —
U n ite d  K in g d on
XT •  9 # 4 ^ 9  9 9 ^ 0 ^ 9

C a n a d a  ............
N e w  Z e a la n d .. 
S . A fr ic a  ........

I B ase 
I 1913

1941 =  100

S ep t.
1

O ct. N o v . D e c . Ja n . , F e b .1 Alar. A p r . Ma\V

81 , 81 ' 81 81 84

1

84 84 83 83
66 67 70 71 72 69 70 75

103 107 108 112 113 116 121 122
71 72 72 72 73 1 73 75 76 77

101 101 102 98 ' 99 99 98 100
90 91 91 91 92 93 93 94 94

100 i 100 i 102 105 109 109 110
1

112 112
70 72 1 74 74 75 75 78

(103) (108) a  12) a i 2 ) (112) (113) (1 3 0 )tt (133)
75 76 76 76 77 76 77 

1 107
78 80

105 : 106 106 107 107 107 i 108
99 99 100 100 100 1011

102 104 106

92

1

92

,

94 95 99 99
t

100 100 , 100
68 70 72 1 72 74 73 73 (75) ! 77
73 74 74 74 75 75 76 77 79

(103) 103 ( 104 104 104 103 104 103 105
95 96 96 96 97 '11

98 98 100 101

Ju n e A u g . S ej)t.
Y e a r
1925

86

85
109
97

113

82
108
108

109
111

85

101
79

(83)
109
105

102

t  Unweighted averages of price quotations for 10 materials compared with their levels in May, 1910—Timber, Leather, Newsprint, 
Non-ferrous Metals, Petroleum, Linseed Oil. I Excluding Rye. ** Exclitding Wood and V  ood pulp,

t t  Petroleum said to have liscn by over 130% from February to March.
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1988 Avuia«i 
1988 Averagi 
1940 Avi'rngi
1940— A p r. 

May 
.lun«* 
.h iiy  
A u g . 
S ep t. 
Oct. 
Nov. 
I)oc.

1941 i la n .
Fob.
Mar.
.\pr.
May
.Tunc
Inly
Aug.
Si*pt.

Ik

Vt«
'1

K

1988
1939 Average
1940 Average
1940—.\pr. ...

May ... 
•hine ... 
July ... 
.Vug. ... 
Hept. ... 
Oct. 
Nov. 
Dec.

» •  «

• • «

«  • «

1941 Jan.
Feb. 
Mar.

^lay 
June 
July 
Aug. 
Sept. ...

• • •

•  •  a

• «  •

• » •

• » •

• • •

IN D E X  N U M B E R S O F  PR IC E S IN i2 C O U N T R IE S . 

As quoted in the Monthly Bulletin o f the League o f  Nations.

* % #

. »

. «  « •
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.  •

• •

• ■ . .
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I. W H O DKSAM !, OF 1929

109 
112 
12H

102
102
103
104
105 
105 
107

HKTAIL. COST OF UVINO, . .  «»F 1929
ttf' J '/■

84 05 (H 02 82 110 86 106 bb 8b
83 08 94 95 82 125 81 108 86 84
87 103 97 06 64 143 85 125 94 Kb
80 101 97 07 84 143 83 lao 01 H»
86 102 97 97 as 145 84 m V2 Wt
86 102 97 97 86 145 84 125 05 86
87 102 97 97 80 147 84 124 91 96
87 104 97 95 86 146 85 125 04 86
87 105 96 96 85 146 87 19B 0b m%

88 104 06 04 85 144 88 198 07 8b
89 105 96 95 85 144 89 150 09 85
60 105 08 04 85 144 90 152 09 m

89 105 08 94 bS 145 91 157 101 m

89 105 99 92 86 143 01 158 101 m

89 lOS 100 94 80 141 92 140 102 8A
90 106 101 95 86 145 03 141 105 r
91 106 101 06 87 146 92 142 106 87
92 102 97 87 142 lOO R8
05 103 90 88 145 143 110 89

88 145 145 110

III. HKTAIL, FOOD ONDV. . «IF 102U

U-r iF'L

.If).

.1 • I

-Î r

I i j r

T'

hi

'a

■m

j

J

i

1088 Average
1939 Average
1940 Average
1940-Apr. 

May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec.

1941

«  • •

• • «

a ■ •
< « •
• • «
4 • •

• • •

■Jan.
Feb.
Mar.
Apr.
M^ay
June
July
Aug.
Sept

• • •

• »*

«•
«•«

• • • •

(a)% of 1955.

92 85 77 06 93
92 69 75 104 93

107 78 106 96
103 91 78 106 96
103 90 78 106 97
109 90 77 106 96
107 90 78 106 96
108 90 78 106 95
110 90 78 108 96
112 01 79 107 96
112 02 81 107 96
112 92 81 107 96
111 93 81 106 96
no 91 81 106 96
110 91 82 107 90
111 81 108 101
110
108
106
107
107

64
86
90

lOR 102
103
106

' I f

(«) Kxcl. rent. (<f) Bxcl. rent anJ clotlin. («i V of 195S-0
(e) % J«l.v, 1928-Ju ly, 1029. "

of Se pt . 1031
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MONEY AND INCENTIVE.
By F, W. Paish.

Th e  rapid rise in bank deposits during the 
third quarter o f 1941 is a disquieting 
reminder that success in closing the “  infla

tionary gap”  in the Budget is still uncertain. With 
existing circumstances and policy, failure to close 
it is likely to bring about not so much an uncon
trollable rise in prices as increasingly drastic 
price control and rationing. In other words, 
the public would be given and allowed to 
retain more money than they could spend 
without causing a great rise in prices, but 
would be prevented from spending more 
than a part o f the money they received. 
Whether the restrictions on spending take the 
form o f price control, or o f rationing by com
modities, or (as suggested in our July Bulletin) 
of global rationing, the question must inevitably 
arise whether, in such circumstances, the offer 
o f unspendable money will continue to provide 
an adequate economic incentive.

In any system, some incentive is required 
both to induce persons to transfer resources (in 
the form o f land, capital, or their own services) 
to the type of use in which they are most 
needed, and to make the best use of them 
once they are there. In competition both these 
incentives are supplied through the monetary 
system. A man who (apart from force or fraud) 
seeks to maximise his own income is endeavouring 
to obey the actual or anticipated commands of 
consumers. I f  he succeeds correctly in antici
pating or interpreting the direction o f public 
demand, his income will be large ; i f  he fails, 
it will be small or negative.

Against reliance on the same incentives in 
war-time, two main arguments are adduced. 
Firstly, it is stated that, in face o f the enormous 
and instantaneous change in the direction of 
demand, economic incentives applied through the 
price system would work too slowly; and 
secondly, there is general repulsion at the 
possibility that, at a time when most people are 
poorer, some, by the accident that they happen to 
possess goods or services which are particularly 
needed in war-time, may be enabled to make 
fortunes. These two arguments may probably 
be combined into one, namely, that to rely 
upon a purely market mechanism to bring about 
the adjustments in the use of resources, neces
sitated by the change in demand, with sufficient 
rapidity would require more drastic changes in 
the price and income structure of the country 
than many people are prepared to tolerate.

Whether or no this is a correct interpretation 
of the reasons which have influenced the govern
ment in its decisions, there is no doubt that in 
fact it has from the beginning taken strong 
action to minimise the effects o f the change in 
demand, in so far as they have tended to make 
some people better off. This action has taken 
three main forms. Firstly, both goods and 
services have been compulsorily acquired on a 
large scale, frequently at prices below those at 
which their owners would have been willing to 
transfer them voluntarily; secondly, taxation 
has been made very highly progressive, both by 
very high rates o f income and surtax and by 
Excess Profits Tax ; and thirdly, the function of 
money itself has been considerably diminished 
by price-fixing and rationing.

In so far as the incomes against which these 
measures have been directed have been rents— 
that is to say, incomes which are entirely the 
result o f past work or expenditure, and which 
their owners have not now the power to vary— 
there are no undesirable effects upon the war 
effort. But in so far as the incomes are the 
result o f earnings or profits—that is to say, 
incomes which depend upon present energy or 
thought in making the best use of resources 
—the measures may have the (often incidental) 
effect o f diminishing or misdirecting economic 
incentive.

The effect o f requisitioning is to bring about 
increased scarcity o f certain objects o f public 
demand, and thus to tend to raise the prices of 
such competing resources as escape requisi
tioning. It thus has the opposite effect to the 
alternative procedure of curtailing demand by 
taxation, and so reducing prices until resources 
are willingly transferred. Requisitioning thus 
sets up increased resistance to further transfers 
and renders it increasingly unlikely that they 
can be achieved without further requisitioning. 
It is partly for this reason that we frequently 
find that higher wages are being paid in non- 
essential trades working for private consumption 
than in essential war industries.

The effects o f high taxation on incentive 
depend upon how it is levied. Broadly speaking, 
any tax which reduces aggregate income increases 
the incentive to ŵ ork, since the poorer a man is, 
the less leisure he can normally afford ; but any
tax which reduces marginal income—that is to
say, the amount by which a man’s income varies 
if he works' a little more or a litde less long or
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hard—decreases ihe cost ot leisure and the 
incentive to work. Any tax which affects both 
aggregate and marginal income therefore has 
conflicting effects, and it is not possible to say 
with certainty whether it will increase or decrease 
the incentive to work. It is likely that in the 
majority of cases a flat-rate tax. levied at equal 
rates on aggregate and marginal incomes, will 
increase incentive (a rise in prices, unaccom
panied by a rise in incomes, has much the same 
effect). But it is also likely that a highly 
progressive tax, which bears much more heavily 
on marginal incomes than on aggregate, will 
tend to reduce it. And present rates of lax do, 
in fact, press far more heavily on marginal than 
on aggregate incomes, particularly at certain 
income levels, including some fairly low ones.*

The effects of E.P.T. arc more difficult to 
assess. It is true that with the suspension of 
new capital issues the ordinary shareholder has 
temporarily lost much of his function as an 
entrepreneur, and that his dividends for the 
time being are much more akin to rents than to 
profits. But those who conduct the business and 
policy of a firm, whether shareholders or no, 
and who usually find that their own fortunes arc 
directly or indirectly bound up with the profit
ability of the business, arc in turn deprived of 
much of their incentive for energetic administra
tion. Indeed, there is an incentive towards 
extravagance, since any expenditure is worth 
incurring which will retain even a fraction o f its 
value after the war.

Finally, we have the effects of price control 
and rationing upon the functions of money. It 
will be noticed that these effects also arc much 
more marked upon marginal than upon aggregate 
incomes. A rise in prices destroys some of the 
purchasing power of every unit of income, and 
probably increases incentive to work. An 
imposition of a stringent rationing system leaves 
the purchasing power of the earlier units 
of income almost unimpaired, but reduces, 
or, in extreme cases, entirely eliminates, the 
purchasing power of later units. It naturally, 
therefore, reduces the attractiveness of the later 
units for those whose incomes, after taking 
account of their other commitments, are more 
than sufficient to enable them to purchase the 
whole ration, and reduces their incentive to 
work harder in order to earn them. On the

* For fuller discussion of this point, see my article on 
“ Economic Incentive in Wartime.*’ (R co n o m ica , Auguit,
* 940 .

Other hand, where the wage structure has been 
allowed to develop in such u way that less 
essential work is more highly paid than more 
essential work, a rationing system, by reducing 
the significance o f higher money earnings, will 
also tend to reduce the inevitable resistance 
against moving from higher-paid to lower-paid 
work.

In recent months there has been apfsarent 
an increasing awareness o f the frictions created 
by the fact that economic incentives have been 
allowed to get out o f accord with the national 
iiucresi. 'Fhc many suggestions which have 
been made for improving the position fall into 
two main groups. On the one hand, there are 
those which aim at adjusting monetary incentives, 
as, for instance, by alterations m incihods of 
assessing direct taxation, and by increases in 
money wage-rates and in dependents* allow
ances ; and, on the other, those which affect 
real incomes, but not money incomes— 
improved canteens and other amcnuics in 
factories and mines, increased rations for 
certain classes of workers, and so forth. The 
efficacy of adjusimcnts in the first group will 
depend largely on wliai facilities exist for 
spending additional earnings. O f course, in
creased money incomes would continue to 
provide an incentive for some people, even if 
rationing were complete—for those, lor instance, 
who arc finding difficulty, on account o f low 
earnings or hcav)* financial obligations, in bu\ing 
even their rations, and for those who arc anxious 
to save in order to improve their positions after 
the war. Bui for the rest, some outlet for at 
least a part of their additional earnings would 
be necessary for them to provide an incentive 
for longer hours or less preferred work. The 
greater the extension o f rationing, therefore, the 
more likely is it that increased dependence will 
he placed on the second type o f adjustments— 
those in real, as opposed to monciar>*, incomes. 
It is even possible that before the end o f the 
war the size o f a man’s inaimc will be o f less 
importance to him than the facilities he has for 
spending i t ; and the difficulty o f adjusting these 
facilities in such a way as to encourage the better 
use of resources is probably less than that of 
readjusting monetary’ inducements to make them 
fit the changed and changing requirements of 
rhe country’. The restoration to money of its 
full functions would then be left until it 
could be facilitated by the gradual rise in avail
able supplies o f consumers’ goods after the end 
of the war.
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FINANCE.
STOCKS & SHARES

Industrials Fixed
MON^)Y*

1924 A v....

1929 Av

1933 Av
1934 Av
1935 Av
1936 Av
1937 Av
1938 Av
1939 Av 

1938
JAN. .. 
FEB. .. 
MAH... 
APR. .. 
MAY .. 
JUNE

« * •

« •  «

9  k ^

• ♦

JULY. 
AUG.. 
SEP'!'. 
OC'i’. . 
NOV.. 
D E C ..

1939 
JAN. . 
FEB. . 
MAR.. 
APR. . 
MAY . 
JUNE

» « •

JU LY ......
AUG.......
SEPT.......
OCT.........
NOV........
DEO........

1940
JAN.........
FEB.........
MAR........
APR.........
M A Y......
JU N E .....

JU L Y .....
AUG........
SEPT. ... 
OCT.........
iN
DEC ......

1941
J a N ..........
FEB.........
MAR........
APR.........
MAY ......
JUNE « •

JULY. 
AUG.. 
SEPT. 
0('T . .

• ♦

K 5 Interest CO c; CO 0
1 ^  d^  In

X » 

O

'S o c c o
o O 
>'.2 A d

O fl,
;1 O U
:

l a4) o

o  >>jj d
Eh o
ca*  ̂
o  &

S ”
Ui d 
Z  ®< s

CO *2 K qco^ ffi eo
% % X % % %

100 • 1 100 100 2-43 3-45
139 96-3 104-0 4-57 5-31

103 124-4 80-7 •66 •71
125 — 132-5 75-7 •81 •81
139 136-2 73-6 •73 ■57
161 136-9 73-2 •75 •61
150 — 127-7 78-4 ■75 •59
123 — 126-6 79-0 •75 •61
114 116-3 86-2 1-C5 1-20

135 +  1-3 129-8 77-1 •75 •55
128 — 6 0 129-8 77-1 •75 •53
IkO — 6-8 127-0 78-8 •75 •53
129 +  5-3 128-6 77-8 •75 •53
123 -  4-7 127 6 78-4 •75 •53
118 -  5-4 127-6 78-5 •75 •62

125 +  7-5 1301 76-9 •75 •52
122 -  2-4 128-6 77 9 •75 •53
117 — 6 5 121-2 810 ■75 •72
119 +  1’4 123-7 80-9 •75 -72
123 +  2-7 123-8 80-9 •75 •55
116 -  4-5 121-7 82-3 ■75 •95

115 — 0-5 121-4 82-5 •75 •56
118 +  0-7 119-2 84-2 •75 •53
126 +  9-4 120-5 83-2 •75 •63
115 —lO-O 114-3 87-6 •75 1-57
119 +  3-2 116-2 86-1 •75 •66
118 — 0-5 117-2 85-6 •75 •74

115 — 2-8 116-7 85-9 •75 •81
118 +  2-0 115-7 86-6 •75 •67
106 — 9-1 111-2° 90-0 2-79 3-67
104 — 2-5 111-0 90-1 1-87 2-14
106 +  2 0 1160 86-3 1-0 1-24
105 +  0-2 116-6 86-1 1-0 1-24

104 +  1-6 120-1 83-3 1-0 1-09
106 -f  2-1 124-9 80-2 1-0 1-05
109 f  2-8 124-7 80 3 1-0 1-03
lOfi — 1-9 123-9 80-8 1-0 1-03
97 —10-1 122 8 81-5 1-0 1-03
82 -1 7 -4 119-3 84-3 1 0 1-03

79 — 6 7 120 9 83-1 1-0 1-03
84 4- 6-4 121-7 82-6 1-0 1-03
87 f  4-3 121-9 82-4 1-0 1-03
91 — 3-2 122-9 81-8 1-0 1-03
97 +  6-9 1260 79-5 1-0 103
95 — 1-4 126-6 79-0 1 0 103

98 -{- 2-8 128-3 78-1 1-0 1-03
96 — 2-8 128-6 78-0 1-0 1-03
92 — 2-9 129-1 77-6 1-0 1-03
93 +  0-3 129-5 77-4 1-0 1-03
93 -F 0-4 130-6 76-8 1-0 1-03
96 +  3-7 130-3 77-0 r o 1 03

102 1- 8 2 132-5 75-8 1 0 1-03
107 -f  8-9 131 8 76 2 1 0 1-03
109 +  4-6 132-6 75-7 1-0 1-03
107 -  1-3 l?2-6 75-7 1-0 1.03

NEW
CAPITAL
ISSUES

OTHER BANKING.

Bank of 
England.

9 Clearing 
Banks.

for
U.K.

£ Mn. £Mn.

13-3

1

J-2-7

0-8

1-0

11-2

7'9

0-2

O S Ad 0)
a o

^Mn.

.a l l^  to 0 o

£Mn.

c
C.2

1 °
o

£Mn.

*CO• 0m 0) O A
Q

£Mn

CO
CGOOCA
a

£Mn.

^  (A

S c.u o
c -a

£Mn.

CAOOsd

£Mn
390 1632 242 791

62 50 361 1762 226 974

102 55 371 1914 352 746
102 54 378 1842 228 740
98 61 394 1961 264 755
96 £4 432 2104 312 825
97 68 479 2172 276 910

104 56 485 2161 274 930
103 58 507 2129 246 943

123 50 482 2212 323 920
106 51 474 2165 281 934
119 47 479 2140 234 949
104 54 497 2153 243 948
88 72 482 2147 274 936

109 55 486 2184 284 935

113 49 488 2193 295 934
106 54 483 2183 298 925
100 58 479 2154 283 923
95 65 496 2140 261 923
89 70 479 2131 265 915

100 52 495 2135 243 920

118 56 476 2112 248 922
111 48 473 2060 206 930
106 46 477 2038 186 941
98 59 490 2040 178 946

100 68 495 2052 194 942
100 58 495 2101 241 942

87 66 508 2122 269 934
95 63 512 2127 271 937

110 53 563 2160 226 962
117 51 635 2206 278 961
107 58 528 2221 341 944
88 86 545 2313 321 951

102 79 527 2285 374 947
106 80 532 2244 340 949
114 78 535 2239 325 954
115 68 537 2233 328 935
106 76 546 2288 394 916
103 83 578 2341 372 913

79 107 609 2328 403 25 883
108 79 614 2355 416 25 872
108 63 609 2466 387 86 889
109 72 598 2527 361 173 886
115 70 594 2566 327 226 876
116 68 604 2658 254 301 857

119 69 603 2617 258 325 864
111 79 602 2571 203 315 854
110 1 67 608 2625 187 359 862
116 68 622 2686 182 440 840
115 66 629 2677 163 452 829
123 58 637 2794 184 465 816

108 79 651 2838 262 459 811
96 87 688 2842 250 450 796

1?8 62 670 2955 299 509 785
128 65 686

o « CO

0 ^ 2  
^2 a

TREASURY 
BILLS.

324 11-7
£Mn. £Mn. £Mii 

159'442 601

242 10-7 55-3 521 239 760

519
543
598
598
607
693
564

10- 9
11- 3 
10-8 
10-3 
10-3 
10-6 
10-9

390
40- 2
38- 5
39- 2
41- 9
43- 0
44- 3

582
473
473
576
660
547
488

327
377
393
225
229
330
582

909
850
866
801
789
887

1070

592
589
590 
594 
587 
586

10 8 
10-7 
10*9 
10-9 
10-2 
10-8

41- 6
43- 1
44- 3 
44-0 
43-6
42- 8

612
557
517
522
570
580

309
277 
284 
307
278 
311

921
834
801
829
848
891

589
598 
602 
602
599 
592

10-6
10-5
10-3
10-4
10-4
10-8

42 6 
424
42- 8 
431 
430
43- 1

581
573
567
567
561
557

11-2
11-2
10-8
10- 7
11- O 
10-6

43- 6 
451 
46-2 
46-4 
45-9
44- 9

554
556
5t9
561
567
566

10-5
10- 4 
118
11-  0
10- 5
11-  2

44-1
44-1
44-5
43-6
42*5
41-1

568 
555 
537 
526 
517 
507*

302
303 
334 
384 
407 
465+

870 
858
871 
910 
924 
972

449
381
351
394
429
469

525
502
503 
512 
510 
542

974
883
854
906
939

1011

491
510
£00
531
605
740

563
571
652
700
696
706

1057
1081
1152
1231
1301
1446

568
565
567
573
589
592

10-0 
10-5 
10-5 
10 8 
10-7 
10-9

41- 5
42- 3 
42-6 
41-9 
40-0 
39-0

785
806
761
701
685
740

690
626
674
708
722
842

1475
1432
1435
1409
1407
1582

612
636
652
677
697
724

38-0
37-0
36-0
35-1
34-2
32'2

826
836
836
840
845
t t

907 
11043 
1085 

11146 
J239
t t

741
762
767
765
793
822

10-2
10-5
10-4
10 5
10-4
10-5

330 
33-2 
32-9 
31-3 
310 
29 2

11341
11369 

t t
11370 
1410

t t

1733
1879
1921
1986
2084
2152

2186
2214
2212
2235
2315
2357

843 10-2 
876 10-5 
880 lC-6

28-6
28-0
26-6

960
970
t t

975

1492 
11526 

t t
11559

2452
r̂ 495
2577
2534

• Bank Rate 2% to 24th Aug.; 4% to 28th Sept.; 8% to 26th Oct., 1939; since, 
t  Exclusive of Investments in Affiliated Banks. ° Official Mininuun Prices.
** Inc, figs, for Union Bank Manchester Ltd., incorp. in Barclays Bank Ltd., 1st Jan., 1940.

I Dec. 10th.
For Table of Exchanges see p. 109.

II Includes W*hitsun. 
+t Not available.

S TOC KS  & S H A R E S —

N E W  C A P I T A L  I S S U E S —

B A N K  OF E N G L A N D -

P R I N C I P A L  B A N K S —

T R E A S U R Y  B I L L S —

M O N E Y —

Index Nos. of Prices and Yield as percentage of 1924 level; on 15th of month. For enu of month ftcures 
«ee Supplements.
Sensitive Index.—Geometric Mean of monthlr percentage change. .̂
Issues during month in Gt. Rritain ta '.  for U.K. (b). for .abroad, exciuding Gorernment loans, etc.—As published 
hv TTIK MIDLANT) BANK. LTD. 194041 Six-months’ totals.
Deposits. lllh-17tb of month.
Bank Notes and Currency Notes In circulation llth-17th of month. Issues amalgamated. Norember 22hd. 19-S- 

Current Deposit and other accounts, etc. Before September. 1939. averages for the month of 9 clearing banks 
(l.e.—excluding the National Bank, Ltd., and the District Bank . afterwards, data for last making up day of 
the month.—A.S published by THE MIDLAND BANK. LTD.
Up to June. 1940 llth-17th of month, thereafter end of month.
Issued by tender. Total of Bills Issued .by tender during 13 weeks preceding date of &cheouer Betu-m, 
Otherwise issued. Total of Treasury Bills in existence less those Issued by tender 
Oay-to.Dav Rate and 3 Months’ Rate. Averages for week ending 15tb of month.
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1994 Av... 
1999 Av...

• • •

loss Av...
1984 Av... 
1915 A v... 
1986 Av... 
1097 Av . 
1038 A v... 
1939 Av... 

1987
J I J L V ........Alio.....s i i r r .....
OOT.........
NOV.........
l»KO........

1938
JA N ..........
I 'K B .........
MAH........
AIMUK
M A Y .........
. lU N E .. .  .
.MTLV........
AU O ..........
SK1»T........t»or......
N o V ..........
I)B(^..........

1989
j a n ...........
F E B . . . . . . .
M A K .........
A IM IIL .. .
M AY.........
J U N E ......
.I IJ L Y  ...
AU O ...... .
S K P T . ...ocrr......
NOV..........
DEC’ .........

1940
.1A N. . . . . . .I F K B........
MAH..........
A P lU L  
MAY . 
JU N K
J U L Y  
A U U .. 
B E P T .ocrr..
N t)V ..
I)E(^.........

1941
J  . . . . . . .
F E B ...........
M A K .........
A P R IL  ...
M AY.........
JU N K .......
J U L Y  ... 
A UCI. . . . . . .
8 E P T . ...orr.

Trie* of Ooia.
I. per Mne os.
93-69 f
84 951

124-87t
137-66t
142 lot 
14029t 
140 76t 
142-49 
154 99

llnr HUver 
(Cm IO.

; (1. per os,

• • • •
. • t
• • • •

• • • s e e

140 17
139- 45
140- 47 
140-42 
140-18 
139 84

139-67 
139 73 
139-62 
139-91
139- 87
140- 61
141- 19
142- 57 
144-47 
146-45 
146-83 
14893

148-82 
148-33 
148-28 
148-60 
148-47 
148-49
148 49 
148-56 
168 001 
168 00 
1-8 00 
168-00

168-008 
168-0 
168-00 
168-OOi 
168-00 
168-00
168-00 
168-00 
168 00 
168 00 
168-00 168-00
168-00 
168-00 
168-0< 
168-00 
168-00., 
166 00$
168-00 
168-00 
168 001 
168-001

18 I 
214 
290 202 20 I
19- 5
20-  6

20-1
199
19 9 20-0 
197 
18 8

6

8
6
11
9

6

225

233
233
234 
23-5 
236 
23 4
23-3
23-4
235 
23-5

PRICES AND WAGES.

107-5
107- 8
108- 4 
1085 
108 8
109- 0
110 1 110 I 
1109

t  ArcraRO of daily qnotationi for year.

I

98
I
4

76 4 
76 6
74 4 

I 
9

WHOLE8AL1C.
Board of Trade Indes Nos.

, M a lerta li.Oeneral I'ood.

% % %

100
822
61 6 
63-3 
64 0 
67 9
78- 2 
72-9 
74-1

802 
80 1 
799
79- 5
78- 0 
774

77 5 
76-1 
74-8 
74-1 
734 
72-4
72-3 
71-5
70- 7
71- 2 
707 
706

699 
69 6
69 4
69- 9
70- 3
70 5
70-8 
70-8 
769
79- 7 
85-3 
87-9

90-3
92- 4
93- 1 
950 
96 1 
96-6

100-4 
100-7 
101 4 
1 0 2 - 6
105- 6
106- 8

Statist (Uaiierbeokl liides Nos.
Pood. UawMaterials. luU i.

% %

I I

79 4
607 
62-4 
627 
60 7 
78-0
721
736

80 8 
80 7 
60-2 
788 
709 
760

759 
74 4
730 
72-7 
71 5 
70 6
709 
70 9
70 8 
713
71 4 
708

81
1

73
72-b 
72 5 
726 
70-6 
718

095 
09 6 
bU
67
05 6 
65 6

6
9

69-3 61 eO‘6 656 !! 64
09 4 GO 6V 6G 63 6
69 6 606 COS no 61

' 697 61-6 CO'S 676 65
70-2 81 00 68 65
706 Gl-5 CVS 67 5 05

708 665 s<s G7 64
I 71 1 b9'6 Sits 1i 085 S i
i 74-9 f8b tUS : 73 h 72

77-5 ’ 73-6 7S 776 76
, P4-1 76 5 V 856 81

B6-5 79 7.9 : 91 66 1

Tost uf 
Llvlnv.

ItlT A lL .
M. uf labour.

I'uud.
% •X. %

IW * too94 94

93

I
1023 
1031 
106 2 
1069 
108-9 
1099

n o  1
1098 
109 6 
109 5 
1009 
1104
111-3 
no-9 
111 9

990 
900 
98 6 
990 

1034
104 7

105 6 
106-4 
107 2 
1073 
107 8 
108-6
1089 
109 1 
1C9-8

07-6
98
986

100 
lOl 6 
1036105 h 
107 5 
106-6
1C9
106 
106 5

104 6 
104 5 
104 6

llQl
02 6 ■ 

lOl 5 :   ̂
1105
i : : s
107
106 6 lO?
107
106 m  4
|nO'6 mC Ai n  5 /f-A’ .c 
Ill2  ttf*

>12 6 7/7 .'. 
jll2  6 t l !
113 n i A  
[111 5 t P  

14 6 77? 
1U3 6 ftA A
113 6 773 
113 5 771 
113*5 n .i

»  N O R M A L  S E A S O N A L  O M A N O E  R E M O V E D  
I Bank of Kniland OfTIcial Bat*'

PRICE OF GOLD— 
PRICE OF eiLVER-

ATerssr (Loodoa) price err fiat ot. for eodioe llib of »c«th.>-Fm>niliPT
Arersir Icavb) crlce of bar lUter for «*rk rodtoe Ittb of Br«tR.--tcnNOMfFT

70 5
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U ft

WAOLS.
Iiides 

i t  Avsia«e 
w«skir 
Wasea.

I

1104
U i i
n i l
U 5 |
U51

•  IWI4

eOARD OF TRADE INDEX—Oeomeirlc Mrsn of Wbolsssir Prlrw {arrrasf* for mentbi rf r><vwmoditl#* s» ef IH l s ’ ***it*
Usied 00 Of* Index flrit publUbed to Jsnuarr. i fU .—UOAflft n r  TnABf. inC IlN AL

STATIST (SAUERBECK) Am arr wbolMal# prlcei of tt foodttoff* sod U  rse asirrial* eo ia«t dai of sooib si o*rr»s'ar< ' s<»*sp.
INDICES—(<̂r l 9S I.-8TAn.ef.

COST OF LIVING INDEX—Mlol*tr« of Ubmir-t ind*s *hr>«ln( mermpot t<tK* I9>« (n fwt of •siatatnmt rf
living prevairni to «orktnf-rU*« braieeholi* befere Aor. l i l t .  For iM  ■ ( mnnih. bet rlar«d acalaai prrvtmi 
mooib—v.f.. readiof for klarcb 1st l» «bown sss n*t rsbrearr—to ra.-mtsts cnvimnsoa •  b  " p .shm "
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Coal.

1924AV..I 212
1029 Av.. I 20 7
1933AV..I 16-7 1934 Av...I 17'8 1935AV.. I 18 0 1936Av...| 18-3 1937AV...I 19-41938 Av.. I 18-61939 Av...1938JA N ..... I 20*3F E B .....  20-6JIAK......  200A FK ......  18-5^JIA Y .....  181JU N E....I 17'4°
JU LY  ...I 16-6 AUG. ... 171°SEFT. ... 17-4OCT........ 191NOV. ... 18-8 DEC.......I 191°1939J A N ...... I 19-2FE B .......  19-7MAK......  19-6A P R .....  19-3§MAY......  19-2JU N E  ...I 18-4
JU LY  ...I 17-5AUG......SEPT ....O CT......NOV......D EC......1940JA N ......F E B ......MAR......APRIL...fllAY......JU N E ...
JULY ...AUG. ...SEPT. ...O C T.....NOV......D EC ......1941JA N .......FEB.......MAR.....A P R ......MAY......JU N E ...
JU LY  ..AUG.....SEPT......

OUTPUT AND INTERNAL ACTIVITY.
O U TPU T.

Pig I Elec-Iron . ' Steel. I tricity .

Tons
000

Tons
000

Mn.
Units.

316458495586651520

688693645617571506
459401401424431403
452516545668625
668
671

5516947759121019817

608
858

113012891464168619092031

10501058982961877742
640604692800789614
7449711030113611161078

1079

23822146
2111184918541612
165616791872219523462675
270423342508204620681912

cn

Mn.lbs.

7017-7610-32
12-1112-901169

12-5112- 1913- 2710- 56 13-38 
1111

11- 64 9-3111- 78 U-7512- 4110- 39
11- 8212- 48 15-5013- 44 15-72 14 92

1918 : 16-38

R E T A IL  SALES.

%

10299
102103
102
122

118108
101107107126

11010699

%

10794109109103136

£  000

137 133138 1461781!168
180167168 175 177 240

183183

O O.rf; So
Mn.Galls.

71-1
90196-4101-3105*3109-8112-5

97- 4 92-4108-8119-9109-7121-4
127-7127-9133-8102-4105-4
101-6

98- 7 96-6117-9121-4121-5130-1

ii:»

18-923- 025- 326- 022- 9 182
24- 9 190 35-525- 624- 6 22-6
20-814-617-1
20-023- 626- 0
27- 3 23-5 29-325- 628- 326- 5

RAILWAYS.
F reigh t Traffic. S tandard Gauge Railways. W eight. i R e

ceipts.oe

^  o S
0000 tons.
1743
1722
127013291335136214421325

375392400382366345352t324350375390374360

1457153614981296125411841209-t10691199128914*̂ 413731437

440458460413398356347-1-293314316344359320 ___ *
344376398388422

1436I486144313741468

298354374368416

All Goods.
£M n
8-89
8 91
6-236-576-626- 937- 29 6-78

7-197-657-676-936-756-266-26-15- 58 6 24 6 76 717-,6- 98 6-74
6- 727- 22 7-376- 977- 55

!' Increased postal rates May 1st,§ Ex Bank Holiday week b u t not Good Friday. ® Four weeks excluding holiday week.t  13 four-weekly re tu rns for the year.•  The four-weekly series ends on Dec. 24th in 1938, and recommences at Jan . 1st, 1939.
OUTPUT— COAL........................

PIG IRON. STEEL
INGOTS & CASTINGS 

ELECTR IC ITY -  
ARTIFICIAL S I L K -  
RETAIL SALES—

POST OFFICE RECEIPTS— 
MOTOR S P IR IT -  
NEW REGISTRATIONS— 
RAILWAY T R A F F I C -WEIGHT ...............................RECEIPTS ...........................

Total for 4 weeks ending approximately at end of month.—BOARD OF TRADE JOURNAL.Output for standard four-week month, based upon monthly figures issued by the BRITISH IRON AND STEEL FEDERATION.Output of authorised undertaJdogs.—ELECTRICITY COMMISSION.Rayon, yam  and waste, derived from Excise Statistics.—BOARD OF TRADE JOURNAL.Revised index of value of sales In Departmental Stores, Co-operatives, multiple and independent shops. For discussion see Board of Trade Journal. Feb. 0th. 1039.—DANK OF ENGLAND.Daily averages, ex telegraph, telephone, savings bank and postal orders.—BOARD OF TRADE JOURNAL.Imports entered for home con.^umption.—BOARD OF TRADE JOURNAL.Cars taxed on H.P. In Great Britain. Ministry of Transport Returns. .Vot imblished after March, 1941.
Tonnage of goods carried on the Railways of Great Britain during the month, excluding free-hauled.Monthly receipts for goods trafllc, exclmling of collection and delivery until 1934, in other rears excluding receipts for collection and delivery.—MINISTRY OF TRANSPORT.
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FOREIGN EXCHANGES.
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AVICUAOIfi or DAIIiV IIATKH.

Pari*
f . to f

ies6
JULY AU«. 8KP.o c r .NOV.one.
1087 JAN. KKB. MAU. Al’K. MAY JUNE

J U LY AUG. BEVT. 
OC'l'. NOV. DEC. 
1988 JAN. FEB MAU. APR. MAY JUNE

JULY AUG. SEPT o ( r j \NOV. DEC.
1939 JAN. FEB. MAH. APR. MAY JUNE

JULY AUG. BEPT.oor.NOV. DEO.
1940 JAN. FEB. MAR. APR. MAY JUNE

JULY AUG. BEPT. 0 ( T .  NOV. DEC.
1941 JAN. FEB. MAR. APR.M A Y JUNE

JULY AUG. BEPT.
|Wock cn Oct. 4 

11

25Nr.v. 1

75*86 
70*33 
76*74 

105 09 
106*17 
105*14

106*14
105*11
106*31
109- 31 
110*32
110- 82
130 34 
152*85 
14037 
14797 
147-19 
147*16

149*89 
152 87 
159*63 
160 90 
175*14 
178*17
178*16 
178*66 
178 42 
178*71 
17868 
177-48

177 49 
176-98 
17686 
176*73 
176*74 
176*73
176*72 
176*37 
17607 
176 50 
176*60 
176-60

176*611
176*621
176 621 
17662 
176 62

. _ . — - - -

\ Brill- noil b. to£
MiUn Ani-t>r'Milan
1. toX :ll. loX

Zurich 
f. loX

Htnck- buliii kr.to X haucii kr. to X
NpwYurk 

•  toX
Mon- irral l lu  X

Ituatioi Airp^l 1'. to X
lllo daJaiiPllud. |*pr util. 4. {•vi mi*

llutif
d. IM I •  l»* »•

• a r

Bhh E ahi.ium Hi 'I.ikiinm  I tm  1919 io

29-72 
29-81 
29 84 
29-10
28 91
29 03
29*11 
29*02
28- 99
29- 15 
29-28 
29*26
29*50 
29*59 
2942 
29*39 
29*37 
29 41
29-53 
29*66 
29*53 
29-54 
26*50 
29-23
29*14 
28-92 ; 
2845 
28*20 
27*84 : 
27*72 I
27*63 : 
27-79 ' 
27*85 
27*80 
27*61 I 
27*63 I
27 65 ; 
27*14 
23*58*
23- 98* , 
24 26J ,
24- 22*
23*86! 
23*82 
23*70;  : 

621 23 781' 
621 123-92:.-

63 85 
63*84 
64*26
92- 96 92 86 
93*19

93*23 
92 09 
92 81 
93*40
93- 85 
93*80
94- 34 
94*67 
9414 
94 18 
64-91 
94*09

95*00
95*37
94-75
94-63
94-42
94-22
93*71 
92-75 
91-27 
90-64 
89 51
88- 76
88*73 
89 05
89- 08 
89 00 
89-01 
89*04
89*03 
89*76 
77 48 
78-89 
77-34 
77*33

, 7*58 I 7-40 ! 7*58 
9*13 
9 05 
899

I 8-96 
8 95 , 8-93 
8*98 I 8-90 
8-98
9*01 
903 
898 
896 
9*01 
8*99

8-97 ’ 8 97 
8 97 
8-96 
8-97 
896
695 I 6*94 
8*90 
877 
8*07 
8-69

8-61 
8-74 
882 
8-81 
8-73 
881
870 
8 62 
7 57*

15*56 
16*42 
1601 
21-31 
21*27 
21*35

21*39 
21*44 
21 43 
21*64 
21*60 
21*57
2167 
2170 
2157 
21 52 
21 58 
21*61

21*62
21*60

2167
21*76
21-66
2154 
21 32 
21-25 
20-99 
20 79 
20 65
20 67 
20 66 
20*71 
20 68 
20-82 
20 77
20*70
2042
1782J
17 8bi
17*571
17*871

176*62td, —

Jin;

78-11 7-64
78 11 ■ 7-65 
74*18 ' 7-56 
69*30 1 7*661 i 
64 31 7*661c
65-32«' — 17-90i 

17*861
17*77:
17*701
17*70;
17-41:17*351
17-351

-  17-36:
17*35! 
17-36! 
17*35; 
17*36}
17-361
17*36:
17*351
17*35:
17*351
17*361
17-35*
17*351

1040 
19-40 
19-40 
10 40 
19-40 
19 40
19*40 
19*40 
19-40 
10 40 
10 40 
1040
19 40 
19-40 
19 40 
1940 
10 40 
10-40

19 40 
19-40 
19 40 
10 40 
19-40 
1040
19*40 
10 40 
1940 
1040 
19-40 
19-40

1040 
19*40 
1940 
1940 
19 40 
1940
1040

1677 
16-81 , 16 eo] !I0*96t
leoo:l«*90: 
10 OO} 
16 90} 
16*90{ 
16 90:
16*90: ! 
16-90} , 
16-90} > 
16*901 i
16*90! !
16*00} 
16 0oj

22-40 
22*40 
22*40 
22 40 
2240 
22-40

22*40
22*40

22-40
22*40
22*40
22*40

22*40

1936 Ra t m , qUu fcM- 
LoMcton N» Vurit 

, 5-023 I 5-028 ; 6 041 
4 900 
4 8BH 
4-907

' 4 906 
4 894 

I 4 886 ' 4016 . 4 939

PiAKiir Httil

22*40
22*40
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22*40
22-40
22*40
22-40
22-40
22*40
22*40
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2240
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20 66 
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20 29
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1049
18-46l>
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4030 
4*030, 
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4 030; 
4 030} 
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4 0301
4 030} 
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4-030}
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4 0301 
4 030
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4 012
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3935
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3767 
3-627 
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4027 
4 034 
4*034
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4 903
4 900 
4 895 
4 682 
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4 931

\ i m

14063
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!4 998
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5 0076 012
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RECENT MOVEMENTS UNITED STATES.
Information communicated by Miss DOROTHY W ESCOTT, Assistant Editor of

the Review of Economic Statistics, Harvard University.

October 1941-
GEN E R A L S U R V EY.—An expanding defence 

programme has brought further gains in general 
business during the summer and early autumn, 
although the increases have been less sharp than 
they were earlier in the year. The industrial 
organisation of the country is in the midst of 
adjusting its vast resources to the production of 
armaments. The diversion of raw materials from 
non-defence to defence industries has forced some 
curtailment of activity in those industries pro
ducing primarily for civilian demand ; and this 
development has limited the gains in aggregate 
industrial production at the same time that 
defence expenditures, national income, total 
employment and buying power have been 
increasing.

Consumer incomes have been rising sharply 
for more than a year, and sales o f consumer 
durable goods— such as automobiles, refriger
ators and household equipment— have increased 
rapidly. In an effort to divert, from these 
consumer industries, metals and skilled labour 
essential for armament production, programmes 
have been undertaken for the restriction of 
consumers’-goods output and for curtailing 
demand. In late August, the Office of Production 
Management and the Office of Price Administra
tion and Civilian Supply announced that during 
the period August-November, 1941,3 reauction of 
passenger car output, amounting to 26\%  below 
production in the corresponding period last year, 
would take place; and that further curtailment 
would occur in later months, with the expectation 
that passenger car production for the entire new 
model year beginning August ist, 1941, would 
be about half that in the preceding model year. 
Curtailment programmes have been announced, 
or are under consideration, for other consumer 
durable goods, such as household refrigerators, 
household laundry equipment, metal furni
ture, etc.

The increased demand placed upon railroad 
transportation facilities has been reflected in 
substantial advances of freight-car loadings. 
From a seasonally-corrected figure of 130,000 
cars a day in January, loadings rose to 145,000 
cars per day in June and July; although some 
declihe occurred in August and September, daily 
average loadings remained above the average of 
the first quarter of the year. Construction 
activity has continued the sharp rise that has

been in progress since the spring of 1940. In 
August, the value of construaion contracts 
awarded reached the record high monthly figure 
of S760 Mn., with more than one-half of the 
month’s total representing defence construction.

Since March the advance in wholesale 
commodity prices has been rapid and widespread, 
despite action taken by governmental agencies to 
limit price increases. The cost-of-living index, 
which had shown little change for more than a 
year, rose by more than 5% between March and 
August. While all items on which the index is 
based have shared in the advance, the most 
pronounced increases have been shown by foods 
and house-furnishings. Recent governmental 
efforts to control price advances and to curb the 
consumer buying power that has resulted from 
increased individual incomes include the assess
ment of higher income taxes, the lowering of 
income exemption limits, and the regulation of 
consumer credit.

Expenditures for national defence during the 
fiscal year ending June 30th, 1941, amounted to 
S6,ooo Mn., compared with Si,6oo Mn. in the 
year ending June 30th, 1940. The rapid upward 
movement has continued in the current fiscal 
year, with expenditures in August reported to 
have been S 1,200 Mn. At the August rate, 
defence expenditures represented about 15% of 
the national income. Through August, total 
appropriations and contract authorisations for 
military purposes, including the first instalment 
of lease-lend aid to Great Britain, totalled 
856,400 Mn.

BUSINESS VOLUM ES.— The seasonally 
adjusted index for bank debits at selected centres 
outside New York Cit}  ̂ after its sharp advance 
in March, has continued to rise with only litde 
interruption in recent months. The adjusted 
index of electric powxr production also has 
continued its upward movement, and at a some
what more rapid pace than in the first quarter of 
the year. Industrial production, which had 
declined briefly in April principally because of 
strikes at bituminous coal-mines and automobile 
plants, renewed its sharp advance in May and 
June; in June, the high figure of 159 (% of 
1935-39) w'as reached— a figure 30% above that 
of mid-1940. While this figure has been main
tained in recent months, the index has levelled 
off somewhat; a gain of only one point was made 
in July and also in August. Such important
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defence industries as machinery, aircraft, sliip- 
building and railroad equipment arc moving 
ahead at an accelerated rate, while output o f 
steel and non-ferrous metals continues close to 
capacity. Production o f non-durable goods 
remains high, although since June some decline 
has occurred in the seasonally-adjusted index. 
Cotton mill activity has dropped slightly, and 
operations at silk mills have been curtailed 
sharply, as the government has requisitioned all 
supplies o f raw silk. Rubber consumption has 
fallen since June, reflecting the cllecis o f the 
curtailment programme announced in that month 
by the Office of Production Management. The 
indices of certain other non-durable goods 
industries, however (for example, wool textiles 
and manufactured foods), have risen in recent 
months.

The expansion in manufacturing activity 
over the past year resulted in a gain in the 
number of employees in manufacturing industries 
o f more than 20% bciw'cen August, 1940, and 
August, 1941. The index o f manufacturing 
employment has risen to a new high level and 
the pay rolls index also has attained a record 
high figure. The increase over the past year for 
pay rolls has been twice that for employment, 
reflecting wage advances and substantial increases 
in working hours and in overtime payments. 
Retail purchasing in all lines for which reports 
are available has been considerably greater than 
a year ago. Sales o f department stores, as 
measured by the Federal Rcscr\'c Board index, 
in August were 38% above those in August, 1940.

The value o f construction contracts awarded 
in the first eight months o f 1941, amounted to 
nearly 84,000 Mn., and were fairly evenly 
divided bctw'cen public and private awards. 
Non-residential building contracts comprised 
the greatest percentage of the total (38%), 
although residential contracts were a close 
second (36% ); public works and utilities 
comprised the balance.

CO M M O D ITY PRICES. —  The general 
index o f wholesale commodity prices advanced 
more than 10% between March and August; in 
the latter month the index was 90.3 (%  o f 1926), 
the highest monthly figure since early 1930. 
The widespread character o f the advance is 
evidenced by the fact that all o f the sub-group 
indices have risen substantially, with the excep
tion o f metals and metal products, for which 
maximum prices were set by the government in 
April. The sharpest increases have occurred in 
the farm products and food groups, which have 
risen 22% and 16%  respectively. These 
increases have reflected governmental operations,

us w'cll as increasing demand. In MurcJi the 
Surplus Marketing Adminisirulion expanded its 
purchases o f hog, dairy, and |x>uiiry prinlucis ; 
and in April the neparimeni o f Agriculture 
announced that prices o f these products would 
be supported until June, 1943, in order to 
encourage more production to meet exiv>rt 
demands under the lease-Iend pmgramnic, and 
also 10 supply increasing domestic demand 
Percentuge increases between March and August 
for the other major commodity groups were as 
follows : hides and leather products, 7 ; textile 
products, 13 ; fuel and lighting materials, 10; 
building materials, 6 ; metals and metal products, 
I ; chemicals and allied products. K ; house- 
furnishings goods, 6 ; miscellaneous products, K.

M O N EY A N D  C R E D IT .—The increase in 
the volume o f bank loans during the past year 
has been one o f the largest on record. Between 
August, 1940, when the current sharp upward 
movement begun, and September, 1941, total 
loans o f rc|H>rting member banks rose more titan 
S2,4CX) Mn. By far the largest proportion o f this 
rise occurred in commercial, industrial and 
agricultural loans, w'hich atmprise loans fi»r 
both defence and non-defence puqsoses. A 
surx'cy o f defence loans, made by the Bt»ard of 
Governors o f the b’cderal Resers'c System and 
the Oflice o f Pntduction Management, discloses 
that, on April 30th, 1941. the volume o f 
defence loans outstanding at member Isanks m 
leading cities amounted to 8460 Mn., and 
accounted for more than 40'*,, o f the increase in 
commercial loans o f those banks fn>m August, 
1940, to the end o f April.* About two-thirds of 
the defence loans W'cre used principally to 
furnish working capital for current production ; 
the balance, for the financing o f new plant and 
equipment. Member banks have continued to 
add to their holdings o f government securities ; 
on October im such holdings amounted to more 
than Si4,ooo Mn., and were 20‘*o greater than 
a year earlier. Adjusted demand deposits since 
May have fluctuated between Ss^.oex) Mn. and 
824,500 Mn.

Although member-bank rcscr\*c balances this 
year have declined, chiefly because o f substantial 
increases in currcnc)* circulation, excess rtrscr\*cs 
have continued in large volume ; on October im , 
rcscr\'cs in excess of legal requirements amounted 
to 85,200 Mn, The federal Rcscr\*c Board on 
September 23rd, announced that ** as a further 
step in the government's programme for com
bating inflation,’* the required rcscrs'cs o f 
member banks on November isi would be

See hedtrat Raen^ September, 1941, p. 866.
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10 Mn. $ Mn. S
1924 Av. ... — 286 " 3-90 3-74 2196 1901 374 544

1929 Av. ... 149-0 386 5-85 7-69 5021 2768 950 449

1933 Av. ... 45-8
«« -»«

184 T62 111 1349 1221 282 2133
1934 Av. ... 52-5 207 TOO U-91 1^83 1383 36 2457
1936 Av. ... 57-8 234 0-76 057 1533 1694 7'6 2435
1936 Av. ... 79-8 265 0-75 1-16 1741 1831 6 2434
1937 Av. .. 77-0 291 0-94 1-35 1619 1959 14 2507
1938 Av. ... 59 6 258 0-92 1-38 1406 1706 9 2565
1939 Av. ... 61-4 274 0-69 1.38 1428 1819 5 2584

1937
JU L Y  ....... 84-6 302 100 1-38 1675 2015 14 2530
AUGUST.. 80-3 302 1-00 1-38 1348 1840 17 2529
S E P T ......... 69'4 293 1-00 1-38 1472 1864 24 2529
OCT............ 62 8 286 1-00 1-38 1615 1992 22 2529
NOV.......... 573 268 100 1-38 1343 1816 20 2549
D EC ........... 54-6 283 100 1-38 1828 2083 16 2567

1938
JA N ............ 54-6 260 100 T38 1448 1760 11 2565
P E B ........... 57-3 250 1-00 1-38 1091 1462 10 2565
MARCH ... 44-2 252 1-00 1-38 1475 1736 10 2565
A P R IL ....... 49-8 254 1-00 1-38 1457 1660 10 2565
MAY ....... 481 ^54 TOO 1-38 1283 1601 8 2565
J U N E ....... 58-3 254 1-00 1-38 U64 1716 9 2:.65
JU L Y  ....... 62-2 260 TOO T38 1383 1668 8 2565
AUG........... 60-6 262 TOO 1-38 1225 1602 7 2565
S E P T ......... 60-6 257 •94 1-38 1308 1644 8 2565
OCT............ 65-4 257 •69 1-38 1514 1810 7 2565
NOV........... 641 257 •69 1-38 1242 1704 7 2565
D EC ........... 66-2 280 •69 1-38 1888 2109 7 2565

1939
JA N ............ 62-6 262 •69 1-38 1453 1786 4 2565
F E B ............ 64-4 257 •69 1-38 1238 1520 5 2565
MARCH ... 57-0 260 •69 1-38 1627 1821 3 2565
A P R IL ....... 56-6 265 •69 l-3« 1331 1683 3 2565
MAY ....... 60-2 271 •69 1-38 1417 1776 4 2565
J U N E ....... 57-0 271 •69 1-38 1531 1868 4 2562
JU L Y  ....... 62-2 280 •69 1-38 1279 1768 5 2523
AUGUST.. 67-9 275 •69 1-38 1312 1750 5 2435
S E P T ......... 65-9 284 69 1-38 1511 18^3 6 2763
O C T ........... 65-8 278 •69 1-38 1368 1903 6 2759
NOV........... 63-2 281 •69 T38 1304 1864 7 2640
D E C ........... 64-4 309 •69 1-38 1763 2239 8 2502

1940
JA N ............ 63-0 281 ■69 1-38 1474 1998 7 2478
F E B ............ 63 6 283 •69 1-38 1214 1734 7 2477
MARCH ... 64-3 291 •69 T38 1520 1951 2 2476
A PRIL ... 64-3 292 •69 1-38 1552 1925 2 2467
MAY ....... .‘̂ 0-2 305 •69 1-38 1454 1966 3 2472
J U N E ....... 531 299 •69 1-38 1311 1885 2 2475
JU L Y  ....... 54-6 300 •69 1-38 1361 1923 3 2448
AUGUST.. 55-6 295 •69 1-38 1160 1831 3 2445
SE P 'l’......... 56-7 296 •69 1-38 1259 1827 5 2434
OCT............ 58 4 290 •69 T38 1495 2136 5 2378
NOV........... 57-0 311 •56 1-38 1495 2082 4 2254
D EC ............ 57-2 336 •56 1-38 1863 2433 4 2186

1941
JAN. ....... 65-0 325 •56 1-38 1515 2250 4 2184
F E B ............ 53 8 332 •56 l-?8 1327 1946 2 2184
MARCH ... 54-1 348 •56 1-38 1740 2369 1 2184
A P R IL ....... 51.4 350 •56 1-38 1566 2307 2 2184
MAY ....... 51-5 368 •56 1-38 16 2 2380 2 2184
J U N E ....... 54-0 384 ■66 1-38 1728 2185 2 2184
JU L Y  ....... 56-7 377 •50 1-38 16'^9 2466 3 2184
AUG. 56-5 394 •50 138 1508 2402 8 2184
S E P T ......... 55-9 384 •50 1-38 12 2184

1753
1869
1999
2204
2220
2103
2214

2222
2?33
2219
2189
2156
2148

2128
2121
2107
2032
2073
2070
2053
2068
2108
2132
2135
2159

2147
Zlt»5a
2170
2173
2169
2189
2205
2233
2238
2257
2297
2335

2316
2322
2338
2349
2356
2359
2379
2414
2423
2443
2486
2539

2566
2632
2679
2727
2776
2816
2856
2894
2917
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10 Mn. 8 Mn. $ % %
494 — T  21-5 3-0 3-08

569 1117 +  14-6# 5-2 7-61

838 1101 — 14-5 2-5 1-14
1033 +  94-6 1-5 1 0
1196 1272 +144-9 : 1 5 •56
1358 1460 +  93-3 ’ T6 •92

460 1266 1.̂ 10 +  132-1 1-3 1-0
374 1252 1503 +164-4 10 1 0
399 1384 1733 +297-8 1 TO 1-0

440 1248 1498 M75-4 1-5 TO
4P6 1240 1492 +104-8 1-5 1-0
473 1216 1484 +  145-5 : 1-0 1-0
483 1200 1476 +  90-5 1 0 TO
474 1200 1464 +  221 TO 1 0
463 1203 1457 ; +  18-0

1 1 0

446 1215 1444 , -P 2-1 , TO 1-0
439 1228 1451 +  8-0 1-0 1 0
433 1219 1436 +  52-9 1 1-0 1-0
423 1222 1444 ' +  711 1 0 1 0
408 1230 1458 1 +  52-8 , 10 1 0
395 1231 1493 1 +  55-3 1 0 1 0
388 1232 1502 1 +  63-8 1 0 1 0
389 1246 1512 +166-0 1-0 1-0
389 1281 1538 + 5 '0 '9 1-0 1-0
390 1304 1569 +562-4 1-0 1.0
388 1303 1582 :i +177-8 1 1-0 1 0
385 1312 1609 i +  240-5 ' TO

1
1 0

1 0

380 1313 1605 4 156-3 : 1-0
376 1333 1604 +V23-3 1 1-0 1 0
379 1M6 1603 +365-4 , 1-0 1-0
385 1560 16 <6 +605-8 ! 1 0 1 0
384 1360 1680 +429-4 1-0 1 0
383 1379 1718 +  240-4 . 1 0 1 0
389 1390 1737 . +278-6 ! TO 1 0
393 1415 1772 +259-9 1-0 I'O
417 1406 1821 +326-1 1-0 1 0
428 1415 1851 : +  69-7 1-0 1-0
435 1439 1874 +  168-0 TO 1 0
440 1455 1886 ! +451-2 1-0 1-0

433 1457 1895 +236-4 1-0 1-0
432 1470 1921 ' +201*4 1-0 1-0
437 1478 1934 . +459-8 ' 1-0 1-0
441 1484 1952 +249-8 i 1-0 TO
440 1496 1997 +435-1 10 1-0
438 1514 2052 +11630; 1-0 TO
445 1529 2085 +520-0 1 1-0 TO
446 1564 2088 , 4-35T6 i TO 1 0
455 1558 2101 ! +334 1 1-0 1-0
471 1558 2144 +326-0 1 1-0 1-0
488 1578 2189 +330-1 : 1-0 1-0
499 1608 2230 +137-2 ' 1-0 1-0

505 1637 2276 +234-2 ' 1-0 1-0
519 1691 2309 +108-6 ! 1-0 1-0
537 1710 2332 +118-6 TO 1-0
5M 1742 2352 +  172-0 1 0 1 0
562 1774 2<i01 +  34-8 TO 1-0
577 1790 2397 +  30-7 i TO 1-0
598 1806 2421 +  37-0' 1-0 1-0
615 1828 2434 1-0 1-0
632 1823 2-(40  ̂T TO 1-0
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% of
Mn.8 % of 1921

76
90

110
148
152
121
113

164
168
146
126
114
114

117
115
109
103
104 
108
127
128 
125 
137 
143 
137

534 1100 100 100
1935-9

122~8

%of
1923

m _ A r
4

87
183
396
521
333
361
486

67
76-5
81- 5
82- 5 
88 
80 
79

51-4 
65-3 
78-7 
80-9 
86-5 
68-5 
65 5

71-5
78- 5 
77-9
79- 6 
85'5 
82 
81-5

84-1
93*7

100 4
101 3 
105 3
97-8 
95 2

82-2
84-1
87-8
85*7
84*5

UJ3 Av.'

342
188
225
2C6
136
176

89-5
89
89
87
85
83-5

89-5
86-5
86
80-5
75-5
73

86-5
86-5
86
85-5
84-5
84

106-3 
106-9 
107 9 
1065 
104 1 
10 -̂7

882
88-6
89-2
89-2
88-5
88-0

122
200
246
352
220
513

82-5
81-5
81-5
80
795
80

71-5
70
70-5
68-5
67- 5
68- 5

83-5
83-5
83
82
82
81-5

99-7
97-3
97- 5
98- 4
97- 5
98- 2

134
132
132
116
121
124

470
419
238
7-6
396
516

80-5
79-5
80
79
79
78-5

69-5
67-5
68
67
68 
67-5

81-5
81-5
8 r5
81-5
81
80-5

98-5
97-5
981
971 
96-2
972

86-9
86-1
861
86-2
85-7
85-7
85-7
85-3
85-6
85-2
84-9
851

127 
126 
138 
l->9 
137 
135

278 
541 
241 
358 

1313 
587
590
461
180
743
218
335

78-5
785
78
77-5
77-5
77

67
67
66
63-5
63-5
62-5

80-5
80-5
80-5
80-5
81
80-5

958 
94 8 
94-6 
94-2 
S4-0 
93-6

84-7 
34-4 
84-3 
84 2 
641 
83*8

77
76-5
60-5
81
81
81

62-5
61
68-5
67
67-5
67-5

80-5
80
82
84
84
84

94-3
93- 5 
98-4 
97-6 
S6-7
94- 9

84-2
84- 0
85- 4 
85-3 
8vl 
84-6

1933 it-;
1934 At-
1935 Av- 
153S Av.
1917 At.
1 0  Ar,
1939 At.'

1937 
JCLI'..
iro..-
SE P T - 
OCT.... 
50V .... 
DEC....
1938

JAN’. - - 
FKfi.. 
Hit 
APR,...
m  -..
JCXE..

256'

303 i 118

254- 98 
284 ; 111

541 ; 
S 8 ‘ 
548’ 
5451 
284' 
256;

128 
123 : 
123 i 
118  ̂
UO 2 
1-J9 2

235
2151
2481
253:
232
243

135 2
99 2
93 2
94 ^
91 2<
92 2-

135 
134 
134 

; 136 
119 
109

288
451
241
345
190
226

81
80-5
80
80
80
79

69
68- 5 
68
69- 5 
68 
66

84
83-5
83
82-5
825
82-5

94-8
16-6
95 6
96 2
97- 0
98- 3

111
114
120
120
122
119

690
281
225
710
439
606

79
79 
79-5
80 
81 
81-5

66-5
65- 5 
66
66- 5 
68 
69-5

82-5
82
82- 5
83- 5 
84 
84

9? 4 
96 2 
97-2 
96 2 
95-9 
97-3

119
111
112
108
106
111

417
341
407
921
406
881

82-5
82
83
85
86-5
89

71-5 
705 
71-5 
74 5 
76-5 
82

84-5
84-5
85
86
87- 5
88- 5

97-8 
97-9 
98 4 

ICO’6 
102-1 
105-9

116
115
116

612
471

90-5
92

86
87-5

106-7
1080

* End of month. t  2A1 Cities outside New York, adjusted for season.
•• E x  March.

§ Comparable figures not available prior to June, 19S7.

t National Industrial Conference Board; mid-month. Recent figures provisional.
♦ ♦} Dept, of Labor Statistics.

tJ SubseQuently excluding certain “ other assets.”

I I 2

84- 6
85- 1
84- 8 
85 0
85- 2 
85-5
85-7
85-4
85-7
85-5
85-5
85-9
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106) 74*1
m  >'
lets
IMl
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fn
Wi Si 
964 H  
7li n  
982 P
ses
r,i j  
981 s
971 ^  
962
972 i

97-8 
979 
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lf09 
1021 
1059
1069
1069

I N T E R N A L  A d l V L l ’ Y ,  T R A D E ,  E M P L O Y M I i N ' l ' ,

Freight Cnr Loadlng»>

j 0000 
I enri.

ArerAge per dny 
Adjuitod for ROAiuni

1924 Av. 

1929 Av.

1938 Av. 
1934 Av. 
1936 Av. 
1936 Av. 
1987 Av.
1938 Av.
1939 Av. 

1987
JULY ..I 
A U G ... .‘
SEPr .
OCT. ... 
NOV.... 
D E(’.

1986 
JAN. 
FEM. 
M AR... 
Al’K. ... 
MAY ... 
JU N E..

• «  I

» •  •

JU L Y ..  
AUG.... 
SEP T... 
OCT. ... 
NOV..,. 
DEC ...

1939 
JAN. ... 
FEU. ... 
MAR.... 
APR. 
MAY 
JU N E ..

JU LY  .. 
AUG.... 
8EPT.. .  
OCT. ... 
NOV.... 
DEC. ...

1940 
JA .\ .  ... 
FEU. -  
MAR ... 
APRIL 
MAY ... 
JU N E ..

JU L Y ..  
AUG.... 
BEPT... 
OCT. ... 
NOV.... 
DEC. ...

1941 
JAN. ... 
PER. 
MAR 
APRIL 
MAY 
JU N E..

«•*
• « «

• • •

JULY 
AUG..,.

• I

407

441

241 
256
264 
303
317 
254 
284

341 
338 
348 
345 
284 
256

235 
215
248 
230
232 
245

247 
272 
281 
307 
274 
262

249 
230
269
233
265 
278

277
306
338
364
322
281

288
258
270 
272 
301 
301

318 
338 
327 
367 
325 
296

309
286
330
308
376
366

385
388

000 can. %

128
123
123
118
n o
109

109
107
119
124
125 
125

120
117
120
120
126
132

276 
270 
266 
270
277 
261
256

280
280
27-6
274
266
25-7

25*6
25-4
251
24-8
24-6
24.3

24- 7 
250 
250 
2v6
25- 3
25- 6

26- 2 
25*4 
2.S-4 
25-4 
2v2 
253

25-7
257 
257 
257
259
260

25'9
25*2
24*5
24*6
24*5
24*8

250
25-2
25*2
25- 4 
25*4
26- 4

26-7 
26-5 
26 3 
26-7 
28-6 
28-7

28 4 
262

33-5 
37*6
40- 1 
47 4 
60-3 
393 
500

60-2 
485 
479 
45-3 
434 
427

41 8
39 7 
395 
36-7 
36*6 
36.5

36-7
36-9 
386
40 2 
42-3 
458

463 
429 
431 
42-3
41- 9 
420

411
409
456
478
50-8
56-5

523
47-7
45- 1
44- 9
46- 1 
40-4

45- 7
46- 2 
46-9 
49-3 
53-3 
60-2

61-8
59-8
67- 9
58- 7 
603 
61-0

59- 1
68-  1

1

98
100
69

100

8

Iluilding
(!oiilrncU
Awarded.

Mu. % of 
8 im\i

159 42-0 56-6 958 —
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increased to the maximum figure now permitted 
by law. Th is action will cause a reduction of 
about $1,2 0 0  M n. in excess reserves o f all 
member banks.

S P EC U LA T IO N  AND FINANCE. —
Activity on the N ew  York Stock Exchange has 
continued dull, and stock prices have fluctuated 
within a narrow range, although some advance 
has occurred over the low levels reached last 
spring. A t the end o f September, the Dow  
Jones index o f the price o f industrial stocks was 
10 %  above the index at the close o f M a y ;  
railroads had advanced 5 %  ; and utilities, 8 % . 
Corporate bond prices, advanced in Ju ly above

late M ay and June levels, and then declined 
during most o f August and September, until at 
the close o f September, they were below prices 
at the end o f M ay. N ew  capital flotations for 
the first eight months o f 1941  amounted to about 
$4,500 M n. (an increase o f some 1 5 %  over the 
corresponding period o f last year), and were 
fairly evenly divided between new capital and 
refunding issues. About one-third o f the issues 
to raise new capital were flotations o f private 
corporations, and the balance were issues of 
public— mainly federal governmental— agencies. 
O f the refunding issues, 5 7 %  comprised private 
corporate issues, and 4 3 %  public flotations.

CANADA.
Information communicated by B. A. and A. F. W. PLUMPTRE,

of the University of Toronto.

September 1 9 4 1 .

IN  the summer and early autumn o f 1941  
many new factories have begun to produce 
war supplies. Practically none o f these were 

even planned before the fall o f France, and since 
that time their construction and equipment have 
absorbed much o f the energies o f Canadian 
industry in general and o f the Department of 
Munitions and Supply in particular. While the 
extent o f actual production is naturally veiled in 
secrecy, it is nevertheless possible to obtain some 
idea o f the extent o f what is being done.

In the field o f chemicals and explosives, 
16  new plants are already in operation and 
half as many more are under construction. Some 
o f these plants are among the largest in the world. 
Four types o f service planes and six types of 
training planes are being produced; (aeroplane 
engines, however, are all imported from the 
United States). Several types o f light gun are 
already being produced and barrels for anti
aircraft guns have been produced in quantities 
for some months. M ore than 135,000 motor 
vehicles had been supplied to the military 
authorities by July, 1941  ; (in an average year 
the Canadian motor car industry produced 

.about 150,000 automobiles and trucks o f the 
cheaper American types). Ammunition o f all 
kinds, including shells, bombs, grenades, and 
depth-charges, are being produced in large 
quantities. Rifles and machine guns are being 
mass-produced. A  great variety o f small auxiliary 
boats, including minesweepers and corvettes, 
have already been launched, and a fleet o f cargo

boats is under construction. Canadian-made 
tanks o f two types are beginning to appear. 
And, not least important, a large number of 
technical devices, such as range-finders, sights, 
radio-locators, anti-submarine equipment, and 
so forth, are being turned out. For a not very 
highly industrialized country, these things repre
sent no small achievement.

While many factories are already producing, 
many others are still being constructed or 
equipped. Almost all the financing o f new plant 
and equipment is being done by the Canadian 
Government or by the British Government, 
which, in its turn, has to be provided with 
Canadian funds by the Canadian. By the end of 
June, 1941 ,  total expenditures under the Plant 
Extension Programme were probably more than 
8300 m illion; but since total commitments 
exceeded 8500 millions, the Programme was 
obviously far from complete. Another indication 
o f continued activity in the erection o f new plants 
comes from the statistics for the value o f con
struction contracts and for the volume of 
construction. In June, 1941,  the latter index 
stood at 292 (%  of 1935-9)5 the highest point 
since the outbreak o f war.

Th e construction and operation o f these new 
factories have already put some strain on the 
general labour supply (skilled labour has long 
been scarce), and further strain may be anticipated 
as additional factories come into operation. 
Between the end o f June, 1939, and June, 1941,  
the seasonally adjusted employment in manufac
turing rose from 109 to 169 (%  o f 1926). This
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was largely responsible for raising the seasonally 
adjusted index of all industrial employment from 
1 14 to 155 over the same period.

The expansion of industrial employment has 
naturally resulted in an upward pressure on 
wage rates. This has produced increasing 
discontent in labour circles regarding the Govern
ment’s wage policy which (as explained in our 
letter o f March 15th) involves an attempt to 
stabilize wage rates while permitting a wartime 
bonus to all workers alike, sufficient to protect 
them against the increasing cost of basic neces
saries. Union organizers naturally see a golden 
opportunity in the present situation to expand 
membership. Hitherto the extent of unioniza
tion has been remarkably small. Some of these 
organizers are encouraging membership by 
offering the hope of wages and rights far beyond 
those envisaged by the Government’s wartime 
labour policy.

Many Canadian employers, on the other 
hand, who have never recognized trade unions 
and have never dealt collectively with their 
employees, are unwilling to begin to do so under 
the pressure of wartime business. They blame 
the Government for encouraging the workers to 
expect collective bargaining, if  not union recogni
tion, and in general urge the strong-arm and 
high-handed methods in dealing with those 
whom they believe to be responsible for labour 
troubles—“  a comparatively few professionals, 
mostly Communists, who do not want settlements 
and whose interests lie in promoting in every 
possible way discontent and unrest leading to 
strikes.”  (These words are taken from a message 
sent to the Prime Minister from the annual 
meeting of the Canadian Manufacturers’ Asso
ciation on June n th , 1941.) Strikes have indeed 
occurred, some of them illegal in that they have 
been called before a Government conciliation 
board had been appointed or had reported. 
However, by comparison with other countries— 
Australia and the U .S.A.—the time lost through 
strikes does not seem very serious. Much the 
most unfortunate incident occurred in July at a 
large plant producing aluminium. By dis
rupting the flow, the strike resulted in holding 
up production for several weeks. A Royal 
Commission is investigating the causes of this 
stoppage.

The movement of labour into industry has 
been one of a number of factors producing 
discontent in agricultural areas. Farmers, especi
ally 'in the locality of towns where war industries 
have been developing, have been unable to 
retain their help. The shortage of labour has 
combined with a dry summer to produce an 
inelasticity, if not a reduction, of output. On

the other hand domestic demands for agricultural 
products have grown substantially, while agricul
tural exports to the United States have increased 
somewhat and exports to Great Britain have 
increased a great deal. These changes in both 
supply and demand have transformed Canadian 
agriculture in general from a position of glut a 
few years or even a few months ago, into a 
position of scarcity. To this generalization 
wheat remains the one great exception. In 
agricultural areas not devoted to wheat, and 
specially in those devoted to the produaion of 
hogs and dairy products, there is considerable 
difficulty in meeting current demands.

In the cases of agricultural commodities now 
exported to Great Britain in large quantities— 
bacon, cheese, eggs, etc.—the produas are 
bought at fixed prices determined by the 
Canadian and British authorities. Some increases 
of these prices have been necessary to call forth 
increased supplies; but even these increases, and 
greater ones in uncontrolled markets for agricul
tural produce, appear to have been insufficient to 
give the farmers an appreciably higher standard 
of living. The costs of operation and the costs 
of living have both risen to eliminate much of 
the advance in gross farm earnings. Accordingly 
the farmers, many of whom are producing 
essential foodstuffs for Britain, regard with 
envy the high wages which industrial workers 
are getting and the Government’s policy of 
protecting wage earners against increases in the 
cost o f necessaries. They also resent the intro
duction of licensing which precludes exports of 
mill feeds and hogs to the United States, where 
prices have risen sufficiently to make exports 
profitable, despite tariff and transportation costs.

The glut of wheat appears to continue 
approximately unchanged. The carr}’-over of 
Canadian wheat amounted on July 31st to 
480 million bushels, of which 32 million bushels 
were in the United States. The official estimate
of the current crop, issued on September loth, 
was 306 million bushels.

This reduction from the bumper crop of 
551 million bushels in 1940 was due partly to 
less favourable weather, and partiy to reduction 
of acreage in response to the Government’s 
system of bonuses. (This policy was described 
in our letter of March 15th.) However, the 
reduction has been less than intended; the 
area sown to wheat in the Prairie Provinces, 
27.75 rnillion acres in 1940, has been reduced
by 22% instead of 35%.

The upward movement on the prices of farm 
products and the relationship of those prices to 
the prices of manufactured goods is half hidden 
in the index of the prices of farm products.
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because wheat is weighted so heavily. It stood 
at 72 in July, 1941, compared with 63 in July, 
1939 (% of 1926). The index of prices of
manufactured products stood at 90 in July, 1941 
("o of 1926). However, the index ot livestock 
prices stands well over n o  (rising from below 
90), and the index of prices of milk and its 
products is also over 90 (n^ing from below 70). 
On the other hand, the index of wheat prices 
has only managed to rise from about 40 to
about 50 (% of 1926).

A large part of the upward movement ot 
Canadian prices, both agricultural and industrial, 
is to be explained in terms of the upward surge 
which began in the United States in March, 194U 
and has continued almost without interruption. 
This has been reflected in a great deal of rather 
wild talk, in American circles, about the “  threat 
of inflation.”  There has perhaps been less 
apprehension in Canadian circles, but neverthe
less, the price situation has received a good deal 
of attention from authorities in Ottawa.* Price 
and commodity controls have been reformed and 
reinforced. The Wartime Prices and Trade 
Board has been transferred to the jurisdiction of 
the Department of Finance, and its authority 
extended over all prices (including the prices of 
commodities under the jurisdiction of Con
trollers in the Department of Munitions and 
Supply, and commodities, such as milk, under 
the jurisdiction of Provincial and Municipal 
boards). Formerly the Wartime Prices and 
Trade Board was only concerned with commo
dities and services that were “  necessaries of 
life,”  and it was under the jurisdiction of the 
Department of Labour. At the same time as this 
reorganization was occurring, another body was 
also reconstituted—the Wartime Industries Con
trol Board. This consists of all the Controllers 
(who exercise authority over various war industries 
and war supplies) with the Priorities Olflccr of 
the Government as chairman. Heretofore, this 
Board has not been very active (in contrast with 
individual members in their capacities as Con-

* On November 2nd the Canadian Government pub
lished the terms of an Order in Council establishing certain 
maximum prices, based on corresponding maxima between 
September 15th and October nth , 1941, and enlarging the 
powers of the Wartime Prices Board for their enforcement. 
—Editor.

trollcrs), but it seems likely to develop more 
action and cohesion under a new chairman and 
with a new stulf. Co-operation between the 
Wartime Prices and Trade Hoard and the 
Wartime Industries Ck)ntrol Hoard is provided 
for in the recent changes ; the chairman of each 
is a member of the other. Mtircover, when the 
price of a commodity under the jurisdiction of a 
Qjiurollcr is the subject of discussion, tixat 
Q>ntroIler becomes, for the time, a member of 
the Wartime Prices and 'I'rade Hoard.

Some of the reasons for the tightening up of 
Canadian controls may perhaps be traced to 
Washington. Some Canadian manufacturers, 
who had been relying on imports from the 
United Slates, had not troubled to take their 
place in the official line-up of American priorities. 
Moreover, in some instances it appeared tiui 
the C.anadian system of priorities and controls 
was actually less restrictive than the American ; 
American manufacturers complained tliat scarce 
materials sent to Canada were being panly used 
for inessential purposes. VE'hile Canadians have 
undoubtedly been at fault in isolated eases, there 
seems to Itavc been some willingness in 
Washington to believe that, because Ottaw*a did 
not insist on as many forms being filled out and 
did not issue as many official orders, its war 
organization was generally lax and ineffectual. 
Actually, C'.anadian controls, despite their infor
mality, arc probably more circciivc than those in 
the liniicd States ; restrictions on the pnHluction 
and consumption of civilian goods required for 
miliiar>‘ purposes have, as Iscfiis a belligerent, 
gone much further in Canada.

On the whole, despite minor irniaiions, 
Canadian - American relations have been 
extremely friendly. The number of inter
governmental organizations continues to increase. 
In May, 1941, a Materials 0 )-ordtnaiing 
Committee was established, consisting of two 
representatives from the Dcpanmchi of Muni
tions and Supply and two from the Office of 
Production Management in Washington. In 
June the Joint F-conomic Cximmittccs were 
established, one from each country, to meet and 
discuss current problems of economic collabora
tion and future problems of pi>si - war 
re-adjustment.
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SOUTH AFRICA.
communicated

Sth September  ̂ 1941 •

I N recent months, the effects upon the Union’s 
economy of the disruption of peacetime 
external trade, and of the Union Govern

ment’s own effort to prosecute the war, have 
become increasingly manifest. The manifesta
tions appear (i) in Government measures to 
effect direct control o f the movement of goods 
and labour; (2) in rising prices and wages; 
(3) in the monetary situation.

(2) The rising cost and physical difficulty of 
maintaining imports has led to considerable 
increases in the retail prices of many commo
dities, and to the extension of price control to 
the wholesale and manufacturing spheres. This 
control has now been deemed of sufficient 
importance to justify its transfer from the 
authority of the National Supplies Control 
Board to that of a newly-appointed Price 
Controller.

(i) The control of external trade and the 
rationing of shipping space is being effected by 
an authority appointed to secure shipping 
priority first to Government orders (in respect of 
which a Purchasing Commission has been 
established in the United States), and secondly, 
to private imports considered to be essentials. 
This control promises to develop into an Import 
and Export Control Board. The Government 
has taken power to restrict the manufacture in 
the Union of any article containing material 
that it needs in the prosecution of the war ; and, 
to secure supplies of labour, it has exhorted 
local authorities to postpone until after the war 
public works regarded as non-essential, and 
prohibited for the time being the commencement, 
without permit, of the construction of any 
private building of a value greater than £2^000. 
The building industry has foUoŵ ed the 
engineering industry in being placed under the 
authority of the Controller of Industrial Man
power, who now has the assistance of a Labour 
Control Board; and a scheme is afoot for the 
pooling of engineering artisans for war work. 
Rules have been issued for the employment of 
emergency labour (the “  dilution ”  of skilled 
labour by unskilled labour and women) in the 
engineering industry. Shipping congestion at 
the ports has led to the appointment of port 
directors at Durban and Capetown, and to the 
prohibition of the engagement of journeymen 
shipwrights by employers in the engineering 
industry, without the consent of the Controller 
of Industrial Manpower.

The increasing cost of consumption goods has 
led to widespread dissatisfaction with the level of 
wages, and to the granting of “  cost-of-living 
allowances ”  in various sections of industry. 
Concern for workers in wage groups lower than 
those of “  organized ”  workers led the Govern
ment to compel employers in the large magisterial 
districts to pay cost-of-living allowances to 
workers (other than Government servants already 
provided for, casual workers, and workers in 
mining, farming and private domestic service) 
receiving a wage below £3 14s. od,* a week. 
Government policy has thus, to this extent, been 
to attempt to soften the effects upon wage- 
earners of the increasing scarcity of ordinary 
consumers’ goods. The result of it (combined 
with other cost-of-living increases) may well 
be, however, to increase the prices of these goods 
further.

In a recent review, the Director-General of 
War Supplies described South Africa as having 
become an important repair shop and producer 
of spares for the aircraft and armaments of the 
Middle East armies; and explained that its 
munitions programme was “  moulded by alloca
tions of production for the Empire pool made 
by the Eastern Group Conference at Delhi.”

(3) The propensity in the existing circum
stances for prices to rise is enhanced by the 
state of the Union’s balance of external payments, 
and this is complicated by die peculiar status of 
the Union’s chief export commodity—gold. 
For, whereas the sale of a commodity ordinarily 
causes an increase in the local currency only^ if 
and when the commodity is sold abroad, the 
first sale of gold (to the Reserve Bank) causes an 
immediate increase in the local currency, whether 
the gold is subsequendy sold abroad or not 
(because the seller receives a new local deposit 
immediately). It follows that the abstention by 
the Reserve Bank from selling abroad the gold 
that it acquires from the mines is not a preventive 
of the effect upon the volume of local currency 
that would be caused if  the gold, by being 
directly sold abroad, were allowed to increase 
the “  Favourable ”  balance of payments. Whether 
the recent steady accumulation of gold is inter-

* The maximum allowance of 4,,'- is paid on a wage of 
;C3 • 10.0.

 ̂ Unless the banking system increases advances.
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preted as the reflection of a favourable balance 
of payments (including an inflow of “ refugee ” 
money) or pardy as the result of a policy of 
restricting gold exports so as to equate revenue 
from exports with expenditure upon imports, it 
remains true that the volume of local currency 
has seriously increased.

If  the last annual report of the governor of 
the Reserve Bank were consulted for the purpose 
of ascertaining the policy behind the money 
accumulations, it might seem that the Union 
were building up a war and post-war chest; for 
it was there stated that South Africa “ is able 
to create a reserve fund for which it can pay for 
extra imports to be expected in connection with 
Government demands for war purposes and 
replenishments of commercial stocks after the 
war.” If  this is the policy, it rather assumes 
either that funds will be held idle until the right 
time by individuals, who will then be willing to 
spend them upon the imports contemplated, or 
that it is a matter of little concern that a round 
of spending upon locally-produced goods should 
subsequently give place to a round of spending 
upon imported goods. More recently, however, 
± e  Minister of Finance (Mr. J. H. Hofmeyr), in 
a public address, recognised the dangers to the 
local economy inherent in the currency accumu
lation, pressed the necessity for transferring 
funds into Government loans which could be 
used for paying off external debt as well as for 
prosecuting the war effort, urged an increase in 
the rate of transfer of stock from London to the 
local register, and promised facilities to allow 
the public to invest in Government loans at 
any time.!

Should the Minister’s injunction to the 
community to reduce its consumption to a 
minimum be unavailing, dangers (amongst others) 
inherent in the situation would seem to be the 
following :—

(i) The internal circulation of the additional 
supply of money will increase the share in the 
local output of goods of those people who spend 
early, at the expense of those who do not increase 
their expenditure and those who do so only 
later on. (There is, therefore, an inducement to 
the acquisitive and shrewd to spend early.)

(ii) Local output of those goods (varying in 
the degree to wLich they would be regarded as 
essential) which have become scarce owing to 
the interruption of imports, will be increased at 
a cost higher than that at which they had hitherto

\ He also appointed an advisory committee (including 
business men, trade union leaders, and university econo
mists) to assist the Treasury.

been obtained from abroad. (This danger arises 
irrespective of the increased quantity of money 
in the country. The increased quantity of 
money is conducive rather to higher money cost, 
and also, in so far as tastes of early spenders 
differ from those of late spenders, to booms in 
certain sections of industry, followed by depres
sions and the waste of capital invested in 
specialized equipment.)

The second danger is of particularly obvious 
significance in its relation to post-war economic 
policy. Should it become possible, after the 
war, to substitute imported goods at lower prices, 
money will tend to leave the country to circulate 
abroad, and the inflated local industries to 
become less profitable. The consequent reduc
tion (or the threat of it) in local producers’ 
incomes will be likely to give rise to a clamour 
for increased protection. Discouragement in 
advance of such demands was given early in 
1940, when the Industrial Development Bill was 
being passed. The policy was stated to be not 
to give new protection, except against dumping. 
But signs are emerging which suggest either that 
that policy has been forgotten in certain influential 
circles, or that the term dumping may be so 
widely interpreted as to render the policy a sham. 
Particularly significant in this respect was a 
statement made in a broadcast, delivered shortly 
after the Churchill-Roosevelt declaration,* by the 
Director-General of War Supplies (who is also 
Chairman of the protected and expanding 
South African Iron and Steel Industrial Cor
poration, Ltd., and of the recendy-formed 
Industrial Development Corporation of South 
Africa, Ltd.), urging the necessity for post-war 
protection of labour-standards in local industry 
against the effects of imports of goods from low- 
wage countries. Other signs of the same attitude 
are not lacking. The Board of Trade and 
Industries has suggested duties to protect local 
manufactures against imports from countries 
w'hose wage-scales in the classes of industry 
concerned are lower than those in the Union, 
and against any form of “ uneconomic com
petition ” which may result from “ abnormal 
conditions obtaining during the war.” The 
Minister of Railways and Harbours appears to 
be looking forward to an increase in the local 
production of railway equipment (including 
locomotives). A Commission has recently been

* Cf. the clause in this declaration which refers to the 
enjoyment by all States of access on equal terms to the 
world’s trade.

t  The labour-standards referred to are obviously those 
of European ” artisans.
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SCI up wilh terms of reference which include the 
investigation of the possibility of post-war 
development of the Union Government^ shipping 
services, and the expediency of giving preferential 
treatment in the coastwise trade to ships on the 
South African register. The Minister of Lands is 
reported to have been acquiring land for post
war subsidized land settlement. I his last 
activity, if less obviously connected with the 
same question, is none the less consistent with a 
propensity to favour high-cost production, and 
is likelv to increase, rather than diminish, the

extent to which the Union is (in the recent words 
of the Secretary for Agriculture) a ** fcurj'ilus- 
producing cxiuntry ** (i.c., a country which 
dumps ugriculturai products abroad in order to 
maintain a high price at home). Such signs as 
these, and the journalistic acclaim of the recent 
decision to apply a system of import priorities 
as a blessed opportunity to restrict the imix^rls 
of Japanese goods, prompt the question wlieiher 
the Union's post-war policy will not, after all, 
be one of that restrictionism which is regarded 
by some as the economic cause of war.
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COLOMBIA.
By N. R. G ILBERT.

Th e  effect of the war on this South American 
republic does not appear to have been so 
marked as in Argentina or Brazil. In 1938 a 

very substantial proportion o f Colombia’s trade 
was with the United States— 50% of imports 
and 53‘3% o f exports (excluding gold)— and it

; to curtailment 
importing markt

COLOMBIA’S O IL PRODUCTIOX IN 1939. 
Magdalena river fields

(Infantas, La Cira, &c.) ..............  22'4 Mn. barrels.
New Barco fields (Petrolea) ..............  14 tf

23-8
appears not to have been as difficult for it as 
for some o f the other South American republics 
to adjust itself to the new conditions due to the 
successive closing of European markets.

The direction o f Colombia’s foreign trade
in pre-war days was as follows :—

SOURCES o r  COLOMBIA’S IMPORTS
Value.s in Mn. pesos * m s 1039

U.S.^1. . . .  . . .  * * * • • # 4 ♦ # 79-45 99-06
Germany and .Austria # # # •  # 28-08 23-44
G reat B r i ta in .......................... » « « « •  « 17*68 17-37

125-2 139-9
O t h e r s .............. * » « • « 34-1 43-6

Total Im p o rts .......................... « « ♦  •  % * 159-3 183-5

D IR EC TIO N  OF COLOMBIA’S EXPORTS.
Values in Mn. pesos * m s 19S9

0  9 0 9 9 9 80-80 77-82
(Germany and A ustria # #  •  0  9 0 21-66 12-99

• • •  • • •  « •  • • • 4 0 %  4 4 9 14 29 11-61

116 8 102-4
* * * •  9 9  4 9 4 33 0 34-1

Total exports (ex gold) 4  4  9  9  •  ♦ 149-8 136-5
^ Approximately 175 pesos =  1U.S. SIOO.4

Colombia’s exports consist mainly of coffee,
gold and petroleum, which together represented
88*5% o f her total exports in 1938 and 93'5%
in 1940.

COM POSITION OF COLOMBIA'S EXPORTS.
Values in J in . pesos. m s 19S9 19^0

Coffee .......................... 94-2 87-1 74 0
Gold .......................... 18-8 40-6 41-8
P etro leum .......................... 37-2 31-9 39-9
Bananas .......................... 8 9 8-7 5-6
Ox hides .......................... 3-9 3-6 1-5
P la t in u m .......................... 1-6 11 0-2
Tobacco .......................... 1-0 0-9 0-3
Others ......................................................................... 3 0 3-2 3 1

168-6 177 1 166 4

The oil exports are taken out of the country 
without any return apart from royalties, taxes 
and imports o f worlang capital. The oil is 
exported almost entirely in its crude state, and 
most of it goes to the Dutch West Indies, 
Canada and the United States for refining. 
With the completion in November, 1939, of the 
263 mile i2-in. pipeline from the Barco con
cession to Covenas in the G ulf of Morrosquillo, 
production was increased and it is expected to 
reach 27 Mn. barrels a year, but may not do so

Colombia’s domestic requirements in oil are
satisfied by a refinery at Barranca Mermeja, 
which in 1937 treated 2.6 Mn. barrels of crude, 
exporting minor quantities o f finished products.

With regard to Gold, the value of exports in 
1939 and 1940 has been more than double that 
of exports in 1938. Production is steadily 
increasing. These exports went entirely to the 
U.S.A. for the years 1935 to 1938, and there is 
no reason to suppose that they are not continuing 
to go to the same destination.

Coffee, on the other hand, has given rise to 
much anxiety and uncertainty. It is the main 
export of Colombia. In 1938 it represented 
58% o f the total value of exports, and if  allowance 
is made for those exports whose value does not 
return to Colombia (100% of petroleum, 30% of 
bananas and 32% of platinum), then coffee 
represented in 1938 78% of the value of exports.

Colombian coffees are of the mild, more 
prized, varieties and roughly three-quarters of 
the crop is usually absorbed by the U.S.A. 
The crop has recendy produced some 4.4 Mn. 
bags,* of which about 4 Mn. bags were available 
for export and about 750,000 bags marketed in 
Europe. When the war caused the loss of the 
Central European markets, the effect on the 
Colombian coffee market was accentuated by 
the very difficult situation which arose in Brazil 
and the very low prices, which probably deflected 
to that market some of the demand that might 
otherwise have gone to Colombia.

By April, 1940, prices fell to such low levels 
that growers in some regions were producing 
at a loss, despite the action of the Colombian 
Coffee Federation, which bought coffee on the 
internal market in an effort to bolster up prices. 
An export premium for coffee was decreed at 
the end of April, 1940, and there was a temporary 
recovery of home prices followed by a fiirther 
fall of prices abroad.

In June, 1940, the Pan-American Coffee Con
ference started work on the problem, and an 
agreement drafted by the Inter-American 
Financial and Economic Advisory  ̂ Committee 
was signed in November 1940, by the United States

* Approximately i6i bags to ton.
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and 14 cofTce-produdng countries in America, 
It provided for quotas in the United States 
import market for the Latin American exporting 
countries in proportion to their former exports 
to that country. Colombia's share for 1940-41 
was 3,150,000 bags. The scheme, however, 
involved loss o f all hope o f marketing some 
750,000 bags o f coffee in that season. Measures 
were taken to obtain maximum yields o f dollars 
by restricting exports to the higher grades only, 
confining home consumption to medium grades 
by the imposition of a prohibitive export tax on 
their export, and forbidding the sale of the 
lowest grades. These latter the Coffee Federation 
would purchase at about 7 pesos per bag possibly 
for destruction. The surplus o f higher grades, 
estimated at half a million bags, would be pur
chased at current prices by the National Coffee 
Federation.

Concurrently with these measures minimum 
export prices were fixed for coffee, and all 
proceeds received by exporters over the minimum 
price were to be sold to the Banco de la Republica 
at a discount of about 57% on official rates. The 
income from this, together with a tax of nearly 
3% on all export bills and a 20-year 3"o internal 
loan of 10 Mn. pesos, were the sources from 
which the scheme was financed.

Prices of coffee recovered rapidly, and by 
June, 1941, they were about double what they 
had been in June, 1940, when they were at their 
lowest ebb.

COLO.MBIAN COFFEE PKI(’E8. U.H. |K«r H».
Vfirirly
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„ Dec., 1939 ... 
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The export premium was discontinued in 
February, 1941, after costing the Government 
an amount estimated at 4.6 Mn. pesos, and 
minimum prices were moved upwards at inter\*als. 
The quotas of exporting countries were increased 
by 5% in May, 1941, and a further 15% of the 
quota was allowed for shipment to the U.S.A. 
in advance on the second quota year to provide 
for maintenance of high stocks in the U.S.A. 
against possible shipping difficulties.

Apart from the policy followed by the 
Colombian Government, the main causes of the 
rise of coffee prices arc the policy of building 
up stocks in the United States for fear of shipping 
difficulties, the tendency to hold stocks of goods 
as an investment against fluctuations in the 
value of money, and probably also the rise in

incomes and employmcni in the U.S.A., making 
for greater consumption.

It is estimated that the pre-war yearly export 
o f coffee from (kilombia at the prices ruling 
before the scheme (4 Mn. bags at an average of 
U.S. ft 10 per bag) would have yielded her some 
$10 Mn. less than her quota to the U.S.A. in 
1940-41 at the prices ruling during that year. 
During the first eleven months o f the prc«rni 
coliee season (October, 1940, to August, 1941) 
exports from Colombia were about 3,410,000 
bags, about 390,000 bags less than in the corres
ponding |>eriod o f 1939-1940, exports to countries 
other than the U.S.A. being 276,000 bags, or 
16,000 bags less than last season. Huropcan 
imports were substantially higher in 1940-41 
than in 1939-40.

One o f the causes of these higher impom by 
Europe may perliaps be found in ilie measure 
decided ujson in April, 1940, authorising the 
National Colfce b'edenition to deliver coffee in 
payment of imports whenever both importer and 
exporter agreed this mode o f payment.*

'I'his measure formed pan o f a group of 
regulations to restrict imports to more essential 
needs in order to conser\*e exchange, which at 
that lime was vcr>' scarce.

To these measures the Ciovcmmeni added 
in June and July, 1940, a series o f decrees 
embodying a comprehensive plan to foster the 
economic development o f the country under the 
direction o f the Ministr>* o f National Economy. 
Credits of various magnitudes were provided, 
and agriculture, cattle raising, manufaaunng 
indusiT)*, shipping and railways were all included 
within the scope o f the decrees. An Institute for 
Industrial Development was formed to assist 
industry by subscribing capital or making or 
guaranteeing loans. 1'wcnty-iw-o industries were 
selected for special attention, and special conces
sion and remission of taxes were used as means 
of encouragement.

Quite independently of these measures, 
Colombia’s indusir>-, which is mainly concerned 
with the manufacture o f consumption goods, 
received a fillip a.s a result of the rcMriaions 
imposed on imports, the shortage o f exchange and 
shipping difficulties. In May, 1940, it was 
reported that, after a slight setback in the early 
months o f the war, the textile industries were 
working at pre-war levels. Imports of plant and 
raw materials were facilitated by credits from the 
Export-Import Bank. Local demand for consump
tion goods continued to increase owing to the diffi
culty of obtaining exchange for imports. A notable

* a .  the lU ncr Aareemem 00 Colombun Coffee 
against German manufactures, 1938.
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development o f industry was the consequence. 
Textile mills were enlarged and new mills set 
up, new cement plants were started, a plant for 
the manufacture of veneer wood and packing 
cases, and another for the manufacture of 
plastics for tableware, etc., were installed in 
Barranquilla. Rubber toys, metal kitchenware 
and cudery, were all new lines o f manufacture.

The building industry and the public works 
programme were faced with difl&culties in 
obtaining deliveries from the U.S.A. as early 
as March this year. By May the U.S.A. was 
refusing export licences for iron and steel 
products, and for all products merchants and 
industrialists were experiencing difficulty in 
obtaining deliveries from abroad, so that the 
preferential exchange conditions applicable to 
the U.S.A. and Canada were extended to all
other countries.

A  fact illustrative of the boom in local 
industry was the success of the operatives of 
the main brewery in Bogota, who secured a 
wage increase after a fortnight’s strike.

In the agricultural field special endeavours 
have been made to increase production o f those 
crops which do not entirely meet local require

ments. In the case of cotton and sugar, produc
tion has increased remarkably, so much so that 
it was reported that the Government had hoped 
to cease imports o f sugar this season. The crop, 
however, has not quite come up to expectations 
and some imports may be necessary. The cotton 
crop this year in Northern Colombia was twice 
as large as last year.

Efforts are also being made to replace imports 
o f European semi-manufactures by imports 
from neighbouring countries, e.g., woollen yams 
are now being imported from Chile and 
Argentina.

Since May, 1941, general economic conditions 
in Colombia have been quieter. The buoyancy 
which followed the signing of the coffee con
vention levelled off; coffee prices have been very 
nearly steady, with a firm tendency; generd 
sales activity has shown a tendency to slow 
down. It seems probable, however, that with 
the coming season coffee prices will be main
tained at a satisfactory level. With U.S.A. 
import quotas 10% above the previous year’s, 
and with a good return from its coffee crop, 
Colombia’s prospects of a good year seem 
reasonably secure.

Acknowledgment is made to the Economic Research Division, London School o f Economics, for 
permission to publish the foregoing article, which is the result of research undertaken under

their direction.
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